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$35.00 
allowed on this model 


This is your chance to boost your load quickly. Restaurant and 
soda fountain owners can easily be shown how they can greatly 
improve coffee sales by featuring Silex brewed coffee. With 
a $50 top on trade-ins you have an unlimited opportunity to 
convince these prospects they should buy right now. 


While the Silex glass coffee maker introduces economies in 
coffee making, the extra business it stimulates results in its be- 
ing used more continuously. And you sell more current. 


The models carrying this trade-in offer are equipped with 1000- 
115 watt high-low heat combination elements and 115 watt 
low-heat warmers. It is to your advantage to find out about 
the models and allowances featured in this offer. Write today. 
The Silex Company, Dept. P, Hartford, Conn. 


UP TO SHO nuowen ON OLD COFFEE MAKERS 


(GAS AND ELECTRIC MODELS) 


All Silex glass coffee makers 
have Pyrex brand glass, guar- 
anteed against heat breakage. 


TRACE MARK AEGISTEREO U.S PAT. OFF, 
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— OUND 


A NEW WAY TO REDUCE 
TRUCK TIRE COSTS— 


How much would you save 
if you cut your tire bill 10%? 

In many cases the Goodrich 
man has been able to do better 
than that for utility operators. 
How? By means of a new 
method of tire selection and a 
new tire that is Triple Pro- 
tected against sidewall fail- 
ures. 


First, tire selection. En- 
gineers estimate that almost 
every other truck has the 
wrong tires for 100% service. 
Goodrich has developed a de- 
vice called “The Truck Tire 
Calculator” for 14-ton trucks. 
This Calculator not only tells 


the exact size and type of tire 
that will give the best service, 
but also indicates the probable 
life of tire equipment, present 


tire costs and what tire costs 
should be. 

This device alone has saved 
thousands of dollars for truck 
owners. 

Second, a new tire inven- 
tion. The new Goodrich Sil- 
vertown is Triple Protected 
against sidewall breaks and 
blow-outs. Statistics show 
that 80% of premature fail- 
ures occur in the sidewalls— 
the “Failure Zone.” A new 
Goodrich invention is designed 
to overcome these failures be- 
fore they start! 


Here’s how it works: 


1, PLYFLEX—distributes 
stresses throughout the 
tire—prevents ply sepa- 
ration — checks local 
weakness. 


. PLY-LOCK — protects 
the tire from breaks 
caused by short plies 
tearing loose above the 


bead. 


100% FULL-FLOAT- 
ING CORD — elimi- 
nates cross cords from 
all plies—reduces heat 
in the tire 12%. 


Write, wire or’ phone 
Department T-124 


«xx The B. F. Goodrich Company, Akron, Ohio «x 


The right tire for the load 
plus the advantages of Triple 
Protection will save you plenty 
of money. Why not ask the 
man in your organization who 
is responsible for tires to talk 
to the Gor ich dealer? 


Or if you will write direct, 
we will send you free, without 
obligation, the new Truck 
Tire Calculator and Practical 
Guide for Tire Combinations. 
This is part of the service we 
render free to users and pros- 
pective users of Goodrich 
Triple Protected Silvertowns. 
Just ask your secretary to 
write your name and address 
in the margin, tear off and 
mail. 
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OKOLITE 


INSULATION 
EFFECTIVELY RESISTANT TO 


MOISTURE 
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OKOLITE insulation permits the use of higher voltages 
—higher loadings. Not requiring a lead sheath, it avoids 
the wiping of joints, the effects of electrolysis and cor- 
rosion, sheath losses, and other disadvantages of lead. 


OKOLITE is a high-voltage cable insulation developed 
upon extensive research—and backed with an impressive 
performance record. It has the resiliency and other de- 
sirable mechanical characteristics of rubber insulation. 
It is particularly resistant to heat, moisture and corona. 


OKOLITE insulation is suitable for many classes of 
power cable. Its scope runs from a small control wire 


to a heavy generator lead—or a submarine power cable. 


OKOLITE insulation is particularly adaptable for braided 
cables in wet ducts—or where there are high temperatures. 


fee THE OKONITE COMPANY 
PASSAIC, NEW JERSEY 


OKONITE QUALITY CANNOT BE WRITTEN INTO A SPECIFICATION 
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HERE are some folks who think that elec- 

tricity will, over a long period of time, 
push the gas utilities out of the public service 
picture. On the other hand, recent statistical 
figures on the rapid increase in gas utility 
sales—especially natural gas—lend some cre- 
dence to the view that gas is not only holding 
its own as a rival utility fuel but making 
serious inroads into the competitive type of 
business heretofore done by electricity as well 
as oil, coal, and other primary fuels. 


To complicate the picture, there are those 
folks who are sold on the idea of free, full, 
abundant (indeed one might almost say 
“abandoned”) use of electricity and who, for 
this reason, seem to regard gas utility service 
as an old lady who is getting more and more 
in the way. Conversely, there are folks who 
believe that one of the best ways of keeping 
public service generally in a healthy, alert 
condition is to encourage sharp competition 
between gas and electric service. 


THERE is one gentleman who knows at least 
as much about this situation as anybody else 
in the country. He is HERMAN RUSSELL, presi- 
dent of the Rochester (N.Y.) Gas & Electric 
Corporation and president of the American 
Gas Association. And Mr. Russe tt believes 
that there is now and will continue to be a place 
for both gas and electric utility service in this 
country and plenty of work for both indus- 
tries to do. Because of his belief that each will 
expand in its own proper sphere he sees no 
reason for friction between the two. We are 
glad to present in this issue a short article 
by this noted industrial leader. 


Mr. RUSSELL is a graduate and post graduate 
of the University of Michigan (M. S. 1900) 
He became identified with the gas industry as 
an employee of the Detroit Gas Company in 
1902 and successively became an operating gas 
executive in San Francisco, Cincinnati, and 
Rochester, N. Y. He first went to Rochester 
in 1905 and rose steadily to become the head 
of his company in 1929. He is very prominent 
in business and civic affairs in the Kodak city. 


¥ 


PEAKING of gas companies, we are reminded 

that about the time this issue of the Fort- 
NIGHTLY is being circulated, the members of 
the American Gas Association will be assem- 
bling for their annual national convention at 
Cleveland, Ohio (September 27th to October 
Ist). The ‘fine record of the gas industry over 
the past year in the face of sharp industrial 
competition, increased taxation and other 
managerial problems, should serve to develop 
some stimulating discussion at the Cleveland 
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meeting. And just by way of being in season, 
we present herewith an article (beginning page 
397) on the legal problems of the gas indus- 
try written by EttswortaH NicuHots of the 
editorial staff of Pusric Urttities Fort- 
NIGHTLY. 


> 


W' also present in this issue an anony- 
mous article written by a foreigner who 
was an interested observer at the Third World 
Power Conference held in Washington about 
this time last year. This article, done in the 
spirit of seeing ourselves as others see us, is 
simply an intelligent outsider’s impression of 
the relation between the United States gov- 
ernment and American utilities. For reasons 
which may appear obvious to some, our trans- 
atlantic contributor imposed upon us the con- 
dition of anonymity if we published his article. 
It is not our usual practice to publish anony- 
mous articles but we made an international 
exception in this case rather than miss a cork- 
ing good article. Our native talent, however, 
must not regard this as a precedent. 


¥ 


gon leading article in this issue is written 
by our talented friend from the neighbor- 
ing city of Baltimore, RayMonp S. TomPkKINs, 
who is the Director of Information and Serv- 
ice for the Baltimore Transit Company when 
he isn’t writing articles for the American Mer- 





HERMAN RUSSELL 
He would like to see a little more codrdination, 
(See Pace 387) 
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Every Plymouth’s Had Them 


HY HAVE Plymouth owners always 

been so enthusiastic about their 
brakes?...The answer is in the little black 
barrel under this worker’s finger-tips. 


That “barrel” is an hydraulic cylinder. 
It holds two pistons that push out in two 
directions (toward the front and back of 
the car) against two brake shoes. 


Thistwo-way thrustisanimportantrea- 
son why Plymouth’s brakes give smooth, 
level stops...always under the driver’s 
control. With two cylinders, the tendency 
to “jerk” and “grab,” present in so-called 
“self-energizing” brakes, is overcome. 


Any car today must perform well, ride 
smoothly, handle easily. But, beyond that, 
Plymouth believes a car should be made 
as safe as human ingenuity can build it. 


And here is a good point to remember: 
the same features that make Plymouth 
“the safest low-priced car” also help to 
make it “the car that stands up best!” — 
PLYMOUTH DIVISION OF CHRYSLER Cor- 
PORATION, Detroit, Michigan. 


EASY TO BUY —The Commercial Credit 
Company has made available exceptionally 
low monthly payment terms... through all 
Dodge, De Soto and Chrysler dealers. 


TUNE IN MAJOR BOWES’ AMATEUR HOUR—Columbia Network, Thursdays, 9 to 10 p. m., E. S. T. 


PLYMOUTH BUILDS GREAT CARS 
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cury, Scribner’s, Nation’s Business, Electrical 
World, Transit Journal, and—oh, yes—PuBLic 
UtiLities FortNIGHTLY. Mr. TOMPKINS came 
over here to Washington for his law learn- 
ing, graduating with an LL. B. from George- 
town University. He also studied at his home- 
town university, Johns Hopkins, but during 
the thrilling war period he was tempted to the 
field of journalism, serving as a correspondent 
to the Baltimore Sun (1917-1919). 


More recently, Mr. ToMpPKINS wrote to us 
about a new job he has taken on for another 
utility company. Seems as though three times 
every week Punpit ToMPKINS goes before a 
microphone and answers questions sent in by 
different people on current news topics for 
the edification of Baltimorians and under the 
sponsorship of the Consolidated Gas, Electric 
Light and Power Company of that city. The 
program is appropriately called “Light on the 
News.” Incidentally, in thumbing back through 
the last article Mr. Tompxins did for the 
ForTNIGHTLY we find that he then and there 
predicted that the White House would try to 
control the Supreme Court and fail in the 
attempt. The date of that issue was April 9, 
1936, which ought to entitle Mr. ToMpKINs to 
some kind of a membership in the Royal Order 
of Prognosticators, or something. He warned 
us, though, that his mystic powers do not ex- 
tend to the race track. (Yes, we had inquired 
about that—with due editorial dignity, of 
course. ) 

¥ 


NOTHER national convention of interest to 
those concerned with utility regulation is 

the annual meeting of the American Bar As- 
sociation in Kansas City, Mo., during the last 
days of the current month. We note that the 
section on Public Utility Law, under the chair- 





RAYMOND S. TOMPKINS 


It’s beginning to look as though he who 
regulates is boss. 


(SEE Pace 390) 
SEPT. 30, 1937 


PAGES WITH THE EDITORS (Continued) 


manship of Elmer A. Smith of the Chicago 
Bar, is devoting a good deal of its time to the 
problem of considering the legal phases of 
Federal-utility relations in general. The sched- 
uled address by James L. Fly, TVA’s general 
counsel, and the report of the special commit- 
tee on the subject of power pools should shed 
considerable light on this relatively uncharted 
area of American jurisprudence. 


THE reports of the Bar Association’s sec- 
tion on Public Utility Law have, of course, 
always produced notable contributions to regu- 
latory literature. But so broad and overlap- 
ping has the legal interest of utility industries 
become of late that they might well follow 
some of the other specialized work of the 
Bar Association. There is, for example, the 
section on Municipal Law, and the respective 
committees on Communications, Federal Tax- 
ation, and Labor, Employment and Social 
Security. 


INCIDENTALLY, as we glance over the pro- 
gram of the American Bar Association it 
would seem that the recently defeated court 
reform bill, if mentioned at all (a perfectly 
safe bet), will hardly be remembered with 
sympathy. There is, first of all, the address of 
the president of the association, Frederick 
H. Stinchfield, who fought the court bill so 
hard while it was being considered by Con- 
gress. Other scheduled speakers include the 
retired U. S. Supreme Court Justice Willis 
Van Devanter, Senator Burton K. Wheeler 
of Montana, Senator Bennett C. Clark of 
Missouri, former Senator James A. Reed of 
Missouri, and Frank J. Hogan, the legal eagle 
of the District of Columbia Bar. 


Some kind words may be said about court 
reform by some of the other speakers, such 
as Senator Marvel M. Logan of Kentucky, 
and President Robert M. Hutchins of the 
University of Chicago, but offhand it does 
seem as though the big guns were mostly on 
the other side. At any rate, one is likely to 
get that impression when he recalls the Amer- 
ican Bar Association meeting last year in 
Boston, under the presidency of the utility 
bar’s own Judge William L. Ransom. On 
that program appeared such speakers as U. S. 
Attorney General Homer S. Cummings and 
Solicitor General Stanley Reed. 


SPEAKING of conventions, we might take 
this occasion to salute West Virginia Public 
Service Commissioner Alexander M. Mahood 
upon his recent election to retain the post of 
president of the NARUC, to which he was 
elevated a few months ahead of schedule 
upon the retirement of the former president, 
Thomas E. McKay of Utah. 


THE next number of this magazine will be 
out October 14th. 


KK, Cia. 
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What the modern 


OFFICE GIRL 
WANTS 


in a typewriter 























“W hat do you want in a typewriter?” That’s the question 
we put to more than 600 bright office girls in New York 
City. They had ideas, these typing young ladies. Told us 
from everyday experience, just what they want, just what 
they don’t want. And we built a typewriter to their specifi- 
cations. A typewriter that speeds typing, makes it easier, 
cuts down errors, and cuts out executive and typist fatigue 
due to typewriter noise. 

That’s the Remington Noiseless for you. Silent as a ghost. 
Feather touch. Velvet smooth operation. Its originals and 
carbons are sharp and clear. Stencils are clean-cut. The 


tabulator system is a part of the keyboard; makes figure 
listing as easy as regular typing! 


TRY IT FREE FOR 7 DAYS. Give the Remington Noiseless 
a try in your office. We'll gladly put one at your disposal 
for seven days. No charge or obligation. Learn also about 
liberal trade-in with terms as low as $5 down for a new 
machine and $12 a month to pay the balance. Or mail the 
coupon for booklet giving details. 


REMINGTON 
NOISELESS 





Typewriter and 7-day DRIED 6s i cb66 6000 1046s 6sseerce ses sua peinseeokebbedis Seube ts 
free trial offer. 


. . , " * 
4 Remington Rand Inc., Dept. G-94, 465 Washington Street, Buffalo, N. Y. Pal h . 
: fs : 
: Please send me your free Name .....cccccccccccccccccccccceccsscesscceeseesevesesecsees | # 4 : 
s booklet describing the PE TE © yo ceive ects diechesk concn sanseveansbeeeviesnenne a W777 . 
s Remington Noiseless Ff ae / | . 
- * o 
— . 
. ~ . 
. . 
. _ 
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SOUND ENGINEERING ASSURES MAXIMUM SERVICE 





In engineering design and manufacturing precision nothing has 
been left undone in the building of Nordstrom Valves. For all 
utility service where a tight but easy turning valve is essential, 
specify Nordstroms for satisfaction. 


Catalogue upon request 


MERCO NORDSTROM VALVE CO. 
A Subsidiary of 


PITTSBURGH EQUITABLE METER CO. 


Main Offices: Pittsburgh, Pa. Branch Offices: New York City, Buffalo, Philadel- 
phia, Columbia, Memphis, Atlanta, Chicago, Kansas City, Tulsa, Houston, Los 
Angeles, Oakland. Canadian Representatives and Licensees: Peacock Brothers, Ltd., 
University Tower Building, Montreal, Quebec. 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 


—MOoNTAIGNE 











SENATOR Roya S. COPELAND 
Candidate for Mayor of New 
York City. 


RayMonpD MoLey 
Editor, News-W eek. 


HERMAN RUSSELL 
President, Rochester Gas & 
Electric Company. 


FrANK R. McNINcH 
Chairman, Federal Power 
Commission, 


Gerorce D. Woops 
Vice President, First Boston 
Corporation. 


WILLIS VAN DEVANTER 
Former U. S. Supreme Court 
Justice. 





FRANK MurpPHY 
Governor of Michigan. 


Greorce D. AIKEN 
Governor of Vermont. 


Wiuiam O. DoucLas 
Member, Securities and Exchange 
Commission. 
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“T am against municipal ownership, but I am in favor 
of the strictest regulation.” 


oa 
“On the other hand, if the President turns to the 
Right—but that is a speculation no reasonable person 
can entertain.” 


¥ 


“There is plenty of room for both the gas and electric 
industries to expand. Each has its field, and each has 
a great future.” 


¥ 


“More time spent in planning for construction and 
expansion and less in litigation and resistance to regula- 
tion would be good business.” 


¥ 


“T would not be in favor of the Federal government 
getting itself in the position of deciding whether a given 
management is good or bad.” 


* 


“Experience will show in the future, as it has in the 
past, that a Supreme Court is an essential part of a con- 
stitutional system of government.” 


¥ 


“T will do everything I can for this [rural electrifica- 
tion] program. It is in the public interest. But you must 
be militant if you want to succeed.” 


¥ 


“We never expected to see the day when personal 
initiative and self-reliance would be regarded in high 
governmental circles as a crime against society.” 


> 


“Methods must be designed to bring within the Federal 
system of regulation and control the many [corporate 
reorganization] committees presently exempt and im- 
mune from any supervision. In practical operation, it is 
our belief that this can be best achieved by an extension 
of the presently limited supervisory power of the Se. 
curities and Exchange Commission,” 


12 
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NEW Burroughs 


FANFOLD J 
MACHINE | 








There’s Less for JUST TOUCH 
the Operator to Do! ONE KEY— 


Users of fanfold machines are amazed at Carriage —— 
the simple, automatic action of this remark- utomatically! 











able new Burroughs Fanfold Machine. Forms are oo ' 
They quickly realize that it cannot waste a . 
— time—that it does not waste physical age — tically! 
ear We ; Carbons Shift 
See for yourself how it enables operators Automatically! 






to sustain high-speed production with much 
less effort, thereby lowering the cost of 
handling fanfold or continuous forms of any 
kind. Ask for a demonstration. 


Then—as the operator removes 
- the completed set of forms— 
New Forms Lock in Place 
Automatically! 

Carriage Closes ; 
Automatically! 

















BURROUGHS ADDING MACHINE ‘COMPANY 
| 6280 Second Bivd., Detroit, Mich. 

I should like to haow more about this new Burroughs 
| Fanfold Machine. 
| 
| 
| 


THE MACHINE 
me 0—NOT THE OPERATOR - 
a : |p @} 3.) MOST OF 
— ——<— | THE WORK 





ADDRESS____ 
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Burton K. WHEELER 
U. S. Senator from Montana. 


Davip LAWRENCE 
Newspaper columnist. 


Joun J. Murpuy 
Chairman, South Dakota Board of 
Railroad Commissioners. 


JosepH P. KENNEDY 
Chairman, U. S. Maritime 
Commission. 


RicHARD J. BEAMISH 
Member, Pennsylvania Public 
Utility Commission. 


RALPH H. Tapscott 
President, Consolidated Edison 
Company of New York, Inc. 


Ciybe S. BAILEY 
Secretary and Assistant General 
Solicitor, National Association 
of Railroad and Utilities 
Commissioners. 


EpDITORIAL STATEMENT 
Seatile (Wash.) Times. | 


Roy A. CHENEY 
Managing Director, Underwear 
Institute. 
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“The FCC has been used as a political football by 
former administrations and by certain people in this one. 
This must be stopped or there will be an explosion.” 


> 


“Perhaps to be up to date, the saying of pre-Roosevelt 
days will have to be revised to read: ‘If you take care of 
the millions, the billions will take care of themselves.’ ” 


¥ 


“Already greater power and prestige in obtaining rate 
readjustments sought is being enjoyed by both state and 
Federal groups as a result of the harmonious relation- 
ships developed.” 


* 


“As I understand this law [the merchant marine act, 
1936] Congress does not want to start an experiment in 
government ownership of shipping. Frankly, I cannot 
see any particular sense to government ownership.” 


> 


“One thing I want to find out is why an electric bill in 
Sweden is as simple as a grocery statement, while the 
rate schedules in vogue in America are too intricate for 
anyone except an expert to understand.” 


¥ 


“If these [Consolidated Edison] companies had been 
free from taxes, and the sums paid for taxes had been 
applied against the bills of one group of electric custom- 
ers—the residential group—their bills would have been 
reduced by 79 per cent.” 


* 


“We will recommend strong opposition to any govern- 
mental reorganization plan which would change the status 
of the Interstate Commerce Commission, Federal Com- 
munications Commission, Federal Power Commission, 
or Securities and Exchange Commission.” 


¥ 


“The Tennessee commission finds that electricity can 
be produced more cheaply by a steam plant right in the 
TVA area than it can be bought under a purchase con- 
tract from TVA. Maybe TVA isn’t going to serve as a 
yardstick for power costs in just the way President 
Roosevelt expected.” 


* 


“We suggest also that inasmuch as the power to in- 
crease wages and to reduce the hours of work is also in 
practical effect the power to reduce tariffs, it be made 
mandatory upon any board set up to increase the tariffs 
proportionately with any increase in cost in production 
and distribution.” 


Septet 
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Specify ELESCO 
for any SUPERHEAT requirement 















Ball joint type for low and inter- 
mediate temperatures and pressures. 











FIRST—because Elesco Superheaters have been installed in 
conjunction with every established type of boiler. Therefore 
no matter what your type of boiler, its design and operating 
characteristics as they affect the location and arrangement 
of superheater surface will be familiar to Elesco engineers, 


SECON D—because the several designs of Elesco Superheaters 
provide for all requirements from those of small plants 
equipped with hrt boilers to the largest steam-generating 
units in the world. 


THIRD—because Elesco Superheaters are made by The 
Superheater Company, an organization which has specialized 
in the design and manufacture of superheaters for many years 
and which is internationally recognized as the leader in this 
field. 


E’esco Superheaters incorporate advanced features of design and con- 
struction which assure better performance and greater economy. The most 
important of these is the forged return bend, exclusive to Elesco, a construc- 
tion which assures smooth interior surfaces and unrestricted steam areas. 

The superiority of Elesco design and construction is evidenced by the 
large number of installations, by numerous repeat orders from nationally 
known utilities and industrials, and by their selection for so many of the 
largest and most notable steam-generating units purchased in recent years. 
A boiler equipped with Elesco Superheaters was the first to produce steam 
for regular commercial use at a temperature above 900 F. Of the eight steam- 
generating units in the world capable of producing a milion or more pounds 
of steam per hour, six are equipped with Elesco Duseckentens, 

Regardless of what your superheat requirements may be, it will pay you 
to specify ELESCO. 


COMBUSTION ENGINEERING 





} 
| 
al Hale = 


| COM PANY, Inc., 200 MADISON AVE., NEW YORK 


Canada: COMBUSTION ENGINEERING CORPORATION, LTD., Montreal 











SS ar aie All types of Boilers, Furnaces, Pulverized Fuel Systems, 
Stokers, Superheaters, Economizers and Air Heaters 
A-373 
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BUILT TO ENDURE 


This Magnificent Building for the DEPARTMENT OF THE 
INTERIOR, Washington, D. C., Wired Throughout with 


CRESCENT ENDURITE 
CONTROL CABLE WIRE and CABLE 


DROP CABLE j 
LEAD COVERED CABLE Goal Gaates Gee Ay Folin Co Man Yon, Hi. ¥. 
MAGNET WIRE 








RUBBER POWER CABLE a super-aging, heat-resistant insulating material 
SERVICE ENTRANCE which exceeds Federal specifications JC-106, re- 
CABLE quired by the Government for installation in per- 
SIGNAL CABLE manent Federal buildings. Due to its superior heat- 
VARNISHED CAMBRIC resisting and high dielectric characteristics, it is 
CABLE especially suited for use when electrical conductors 
WEATHERPROOF WIRE are required to meet abnormal temperature and 








aging conditions. 





All types of Rubber Insulated Cables can be 
furnished with CRESCENT ENDURITE Insulation. 
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WORLD‘’S NO. 1 TYPEWRITER 




















Right in your own office see what Royal will do for you! Try the Easy- 
Writing Royal exactly as it will be used—on your secretary's desk! Ob- 
serve the rhythmic action of this amazing typewriter—its accurate, easy 
response to every operator's fingers. Notice the perfect precision of 
a Royal-type page. Make the DESK TEST! The — Royal will 
speak for itself! 


UY, 










WORLD’S NUMBER 1 
TYPEWRITER 







* GET A 10-DAY DESK TEST FREE! 

Royal Typewriter amen. Inc. SRM  Sorid dc coh kk Sew sdnkew'n4haspsekeereteea 
Department WPU-930 reg Pap Gon eter 

2 Park Avenue, New York City TP SONS SS i ctcnd 5s deh exhodgentsey ds eee 
Please deliver an tH | ove to my Street AS er er ee Pee er re rr ty 
office for a 10-day FREE DES ST with- 

out obligation to me. ip OS Ee LN eee Ny eye rT th 
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270 BROADWAY, NEW YORK, N. Y. 

















Greater Economy and Speed for 


MODERN UTILITY ACCOUNTING 


Control today of today’s expenses is essential to the success of every 
utility company. Information must be both accurate and immediately 
available. In meeting today’s demands for greater dependability and 
speed, the International Electric Accounting Method is proving ideal 
for all phases of public utility accounting work. 


With International Electric Bookkeeping and Accounting Machines, 
entries are made as the transactions occur. These entries are classified 
and reclassified mechanically, as often as necessary. No additional 
manual handling, posting or writing are required. 


At the close of each accounting period, operating reports are prepared 
automatically. Special reports and analyses, as needed, are also 
produced from the same media, in the most direct and simple manner. 


Permanent records in accordance with the standard classification of 
accounts are completed when the rush of the month-end peak is over 
by “re-writing” the entry in the ledger. This is accomplished by 
another fully automatic machine process. 

Let us explain how the International Electric Accounting Method can 


bring accuracy, speed and greater economy to your business. Write 
for detailed information or visit your nearest IBM office today. 


INTERNATIONAL BES MACHINES CORPORATION 





GENERAL OFFICES: : BRANCH OFFICES IN 
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PRINCIPAL CITIES OF THE WORLD 





September 30, 1937 


Hana in Hana with the 


Nowhere is the inspiring phrase of “United we Stand” 
more fully typified than in the Gas Industry. 

Its members stride forward shoulder to shoulder — 
always contributing to the common welfare —con- 
stantly pulling towards the goal of perfection — con- 
stantly developing a greater industry. 

In the field of appliance-accessories Robertshaw. 
has played its part. Long experience, finely equipped 
laboratories, unceasing effort —all are at the service of 
the industry, contributing toward perfection in auto- 
matic heat regulation for cooking, baking, heating, 


Public Utilities Fortnightly 


industrial and miscellaneous commercial equipment. 

Robertshaw salutes the members who gather at the 
nineteenth annual convention of the American Gas 
Association and pledges its continued endeavor to 
match accomplishment with accomplishment. 


ROBERTSHAW THERMOSTAT 
COMPANY 


YOUNGWOOD, PENNA. 
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Specify CONNELLY for Economy 











DISTRICT 
REGULATOR 


Increased flexibility of valve 
movement by improved ad- 





tee duphrege’ snd valve Refill seins i ‘Ath MERCURY SEAL VALVE 
stem. This gives wide range Co net gg ee on ee Ba Positive shut-off type. Placed 
of power from 15 Ib. to jonnesy ston Sponge get ger Fr ahead of meter on service lines, 
166.5 lb. on the 16” size, capacity, quicker revivification after it instantly closes at any set 
based on one inch water fouling, less frequent renewals and minimum pressure or interrup- 
— a maximum economy. Made of se- Sa B gas a ave 
or details and range o lected wood filler, heavily impreg- closed until manually opened by 
other sizes of Type LC inspector — absolutely safe and 
Regulators, ree. for Bul- nated with highly active, hydrated, tamper-proof. Write for Bulle- 
letin No. * 200- alkalized iron oxide. tin No. 302-4. 

CHICAGO, ILL. New England Representative: T. H. Piser, Wellesley Hills, Mass. ELIZABETH, N. J. 














» 


election of in- 


cocina PIPE 
STOPPERS 





All Types 
PIPE LINE SUPPLIES 


Goodman Stoppers 
Gardner-Goodman Stoppers 
Goodman-Peden Stoppers 
Goodman Cylindrical Stoppers 
Bags—Rubber, Canvas Covered 
Plugs, Service & Expansion 
Pumps 
Masks 
Brushes 
Tape—Soap & Binding 


Catalogue mailed on request. 


SAFETY GAS MAIN STOPPER CO. 


523 Atlantic Avenue 
Brooklyn, New York 
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THE New CAB-OVER-ENGINE 
INTERNATIONALS 





Another New Truck in 
the New International line. 
The Cab-Over-Engine Model D-300. 








As in the other models in the New International 
line, this new Cab-Over-Engine International is 
new in construction as well as in design. It is by 
no means just a converted conventional truck. 
While we call it “cab-over-engine” it is more than 
that; the engine is under the seat, which means 
still more practical design. 

There is a maximum of extra-load space, with 
perfected load distribution on front and rear axles 


ALL OVER the United States 


DEMONSTRATION 
TIME! 





and all four wheels. There is greater operating 
economy. The engine is completely accessible. 
The new cab provides perfect ventilation, greater 
comfort for the driver, and increased visibility. 
New steering construction and the shorter wheel- 
base provide greatest handling ease, and hydraulic 
brakes provide maximum braking efficiency. 

Here is the ideal low-price truck in the 1'2-ton 
field for today’s crowded traffic. A new truck 
from the ground up. All-truck like every other 
International. 





For the International 


Cab-Over-Engine Truck 


Ride and drive the new International 
Model D-300 in congested traffic. Prove 
to yourself that this International is 
far ahead of the entire cab-over- 
engine truck field. It’s really seat- 
over-engine, and that’s better yet. 

Call the nearest Company-owned branch or 


International dealer for a demonstration. 
No obligation! 





INTERNATIONAL HARVESTER COMPANY 


H ter Building (Incorporated) 





INTERNATIONAL TRUCKS 


Chicago, IIlinols 
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if your customers are 
ever kept waiting... 
If your customer con- 
tact departments are 
subject to seasonal 
or periodic conges- 
tion... If your bad 
debt losses are higher 
than they should be .. 





YOU SHOULD HAVE THIS BOOK! 


®@ It tells how the elapsed time for individual customer transactions 
in the offices of a public utility company can be (and has been) reduced 
from 10 minutes to 45 seconds each ... It tells how new accounts 
can be opened, excess charge complaints adjusted—credit ratings, cus- 
tomer histories, amounts of deposits ascertained with remarkable 


speed ... It describes a new method for the centralization of infor- 
mation and practically instantaneous voice contact between depart- 
ments ... It deals not with theory but with fact—telling of surpris- 


ing results achieved by firms such as Kansas City Power and Light Co., 
New York Edison Co., Public Service of N. J., etc. 





You should read “Better and More Profit- 


DICTOGRAPH PRODUCTS — INC., z » ° 
580 Fifth Ave., N. ¥. 0. able Public Relations.” It will be sent on 
Cl Please send me a copy of “Better and request without charge or obligation to 
More Profitable Public Relations.” interested public utility executives. Write, 


OC) Please have representative call. 
*phone or use coupon. 


AI ack. co ni diegccvectbeUseeccseaceiaeesTe DICTOGRAPH PRODUCTS CO., INC. 


580 Fifth Avenue, New York, N. Y. 
PS a eee ne Sees: :ccce Manufacturers of Precision Equipment 
© 1937, Dictograph Prod. Co., Inc. Since 1902 
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Years ago our old name — American 
Steam Pump Company — was entirely 
appropriate, for then we made steam 
















Ne ee 7 fee pumps only. 
~<J OS =! But now we also build centrifugal 
————- pumps, turbine pumps and power 


CENTRIFUGAL PUMPS . . Split 


and solid case types. pumps for many services. 

And so to better associate our Com- 
pany name with our long established 
trade name — American-Marsh — by 
which most of our equipment is known, 
we have recently changed our Com- 


pany name to that used in the signa- 








STEAM PUMPS . . Simplex and 


Duplex types in all practical sizes. 


ture below. 


However, there has been no change 
— in financial structure ...no change in 
| aaa if boa management... no change in quality 


D Cer WA 
aL ie Zag y standards maintained for more than 60 
ee = years ...no change in address. 












—— 


TURBINE PUMPS . .. Only one May we be favored with your next 
wearing part, a perfectly balanced . s . 
impeller. ties inquiry? 


AMERICAN-MARSH PUMPS, INC. 


Centrifugal, Turbine, Steam, and Power Pumps 


BATTLE CREEK ... . MICHIGAN 
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20° below zero or 
100° in the shade Barco Hammers are compact—no 
Barco Hammers j heavy expensive auxiliary equipment 
take their work in a . 1 | to block traffic. 

stride — their : 

power is not 
retarded by 
weather or 
altitude. 


The Barco Gaso- 
line Hammer is 
complete in itself. 


@ Barco Portable Gasoline Ham- 
mers are "right'’ for public utility 
maintenance work. No demolition 


| 


job is too tough .. . breaking ... 
digging . . . driving test rods... 
cutting asphalt . . . drilling rock 
... tamping back-fill. 

Compact and self-powered, the 
Barco can be used wherever the 
operator has "elbow room" and 
will save you money in dozens of 


BARCO 


Portable, Powertul —esk for catalog. 


GASOLINE BARCO MANUFACTURING CO. 


1803 W. Winnemac Ave. 


H A M M E R Chicago, Ill. 


ways—write for complete details 
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and pace. 
Gillon’ 


The reason why most of the more than 
6 million Trident and Lambert Water 
Meters are still on the job is this—you can 
always get new parts to fit into your old- 
est Trident and Lambert Water Meters. 
No deterioration. No obsolescence. Capi- 


tal value unimpaired. Need we say more? 


Interchangeable parts are only one 
feature of these quality water meters. 


NEPTUNE METER COMPANY 


Thomson Meter Corp. 


50 W. 50 ST. (Rockefeller Center) 
NEW YORK CITY 


Neptune Meters, Ltd., 345 Sorauren Ave., Toronto, Ont. 


ache 





pp sit 


TET N 


THE FAMOUS TRIDENT 
QUALITY FROST-PROOF 
METER 


(as shown in our advertising 
over 35 years ago) 


Its parts are interchange- 
able. Among other modern 
Trident features are 
the Oil-Enclosed Gear 
Train, Anti-Friction Disc 
Thrust Roller, Snap Joint 
Disc Chamber; special 
Heat-proofed and Re- 
movable Bushings on 
Gear Train and Register. 
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RESEARCH HELPS 
BUILD LOAD SOUNDLY 





Electric refrigerators are great load builders. 


But electric réfrigerators vary in construction 
and therefore in effectiveness. Often performance 
in some respects is better than in others. 


That is why Electrical Testing Laboratories 
makes complete tests and reports the results. 
Then you can see how products measure up, on 
your different requirements. 


For forty years E. T. L. has been conducting 
research and testing activities for utilities, on al- 
most every commodity that they sell, service, 
buy or use. Our clients tell us that this has made 
their operations more economical. May we serve 
you? 


ELECTRICAL 
TESTING 
LABORATORIES 


and East End Avenue 


Tork, W. Y. 





The features you want 
in a Polyphase 
Meter Cabinet 








Weatherproof e 
convenient k no ck- - 
outs . . . Made of 
aluminum or rust- 
proofed steel . . . 
Sealable door ... 
ample wiring space 

- ease of instal- 
lation . . . wall or 
pole mounting. 


Write today for com- 
plete information. 


WALKER 


ELECTRICAL CO. 
Atlanta, Georgia 


















Full Size Professional /# 






ARC: 
WELDER 


y ms gh shelling panes A 
ull s an. eav ut Aloe 
din Electric A akc WELD. 
—only $39.25 with De Luxe 
Accessories! Not a toy, but a 
big, 100-pound man-sized ma- 
chine that welds all weldable 
metals and alloys with amaz- 
ing efficiency, everything from 
cast iron parts to light sheet 
metal. A sturdy, welded-steel- 
construction machine, yet Naa tttet tt 
easily portable on casters. 


WORKS FROM 110-VOLT SOCKET 
Simply plug into any 110 or 220 volt A.C. electric 
socket. Hconomical—costs only a few pennies an 
hour to use. Often pays for itself on first or 
second job. Can be carried righ t to outside jobs 
in auto truck or side car. as complete heat 
controls. Anyone can use easily. Instructions for 
doing all kinds of welding jobs included. 

ry Detalis FREE! 
Send no money! Write today for eseete | 
facts about this new Aladdin ARC WEL 
with De Luxe Accessories. Aladdin is the deal 
welder for Public Utility service, maintenance 
and ys ny work—a eet “Chat machine 
GUA ED TO MEET LAIMS, at a 
Fg rong a the price asked for others—at a sav- 
ing that may amount to several hundred dollars! 
Send today for full details. You are not obligated. 
COMMONWEALTH MFG. CORP. 
Lane Dept. U-70 Cincinnati, Ohio 
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DISTRIBUTION ano POWER 
TRANSFORMERS 


Stud Bushing i ype 





Subway 


by 


Wagner Electric Corporation 


6400 Plymouth Avenue, Saint Louis,US.A. 


quirements ana we w yiadly supply y vith 
Small-Power ae eee 


MOTORS TRANSFORMERS FANS BRAKES 
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Whether You Buy A Tankful Of Gasolene Or 
A Carload Of Oil—You Can Be Sure That 
CITIES SERVICE PRODUCTS Are Unsurpassed! 





THE QUALITY of Cities Service gasolenes, oils and greases is guarded 
every step of the way from the oil well to you. For Cities Service is a 
completely integrated unit in the oil industry, engaged in all phases 
of petroleum operation ... production, transportation and refining. The 
finished products, backed by 74 years of refining experience, reach 
you through 15,000 reliable outlets. The Cities Service emblem is 
your guarantee of dependable products and efficient, courteous service. Et 





CITIES SERVICE Serves A Nation! | 
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alin ONE MINUTE 


make your typewriter 


a PRACTICAL 
Billing Machine 


re EGRY 


the 

Without change in typewriter construc- 
tion or operation, the Egry Speed-Feed 
instantly puts dual performance in your 
typewriter . . . a correspondence ma- 
chine one minute, a billing machine the 
next. Keeps all forms in perfect align- 
ment. Eliminates the use of costly pre- 
inserted one-time carbons and other out- 
dated methods. . . automatically inserts 
and removes carbons... 
makes al] the time of the 
operator productive ... 
speeds up the output of typed 
forms 50% or more... yet 
costs less than 2c per day SS 
for only one year. 





















Get all the facts. Literature on re- 
quest. Demonstrations arranged in 
your own office without cost or obli- 
gation. Address Dept. F-930. 


EGRY BUSINESS SYSTEMS TRU-PAK, COM-PAK AND HANDI-PAK REGISTERS. AUDI- 

TORS. CREDIT SYSTEMS. SPEED-FEED. TRU-FEED. AUTO- 
MATIC CONTROLLER FOR ELLIOTT-FISHER AND ADDRESSOGRAPH. CONTINUOUS FORMS. 
BINDERS. CARBONS FOR REGISTERS AND SPEED-FEED SUPPLIES. 


THE EGRY REGISTER COMPANY 
DAYTON, OHIO - - - SALES AGENCIES IN PRINCIPAL CITIES 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 

















USE A TITAN ON YOUR STORAGE | | 
WATER HEATER 


O make this control possible, there must 

be built into the racing car the sturdiness, 
the long life, and the ability to absorb the 
gruelling punishment of the race. So too, 
the TITAN is built to perfectly control your 
storage water heater over a long period of 
time, and under the most exacting conditions. 
Upon this depends the success of the heaters 
you sell. Your aim is to increase consumer 
satisfaction. 


@ Why take unnecessary chances? Specify 
TITAN snap action thermostats, safety pilots 
and temperature and pressure relief valves 
with complete confidence, and build good 
will with your customer. 


q TITAN Controls have delivered for years 
under every conceivable set of conditions, 
with all types of gases. They are rugged, 
sensitive, trouble and service free. They are 
standard equipment on most storage water 





heaters approved by the American 
“Gas Association. 


@ May we send you an impressive 
list of manufacturers who have stand- 


ardized on TITAN Controls? 











THE TITAN VALVE & MANUFACTURING COMPANY 
THERMOSTATS «» SAFETY PILOTS «» RELIEF VALVES 


9913 Elk Avenue 


Cleveland, Ohio 








< TITAN > 
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Veteran of many years’ service, Alumi- 


num Cable Steel Reinforced has been 


tried by summer’s heat, by winter’s cold 


and ice. Thousands of miles of A.C.S.R. 





transmission lines, in every part of the 


world, have proved the ability of these 


conductors to weather the storms of every 


season. 





ALUMINUM COMPANY OF AMERICA 


Z@eceqz=-Z2ecrrp rPpoorp>? 


2134 Gulf Building, Pittsburgh, Pennsylvania 





pS) Gn GD Pe 
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Keeping Hairline Schedules. ..... 


Is a question of equipment efficiency. That's why 
Porcelain Products Insulators are used on modern 
electrification. 


PORCELAIN PRODUCTS, INC. 


Parkersburg, West Virginia, U.S. A. 
HI-VOLTAGE INSULATORS —SINCE 1894 





Use the HAYS .@ COPPER METHOD 


1 Oe ROnOn Gem Cn muy” \\) Modern APPLIANCE S 
Sega SS eee y and ECONOMICALLY 


More than 
400 
Styles and 





WHEN you use Double Seals you get doubly 

tight connections. Note how the 2 faced 
flare of the tubing fits snugly over the 2 
machined seats of the fitting to make mechan- 
ically strong copper tube connections. Every 
Double Seal joint is a union joint and only Hays 
Double Seals tie in 100% with iron pipe in a 
wide selection of styles and sizes. Connect appliances and 
instruments; install water and gas service lines and use the 
Hays Copper Plumbing Method for general utility work. It's 
tested under se- derwriters’ Labora- 
vere stresses and tories. Send for 
approved by Un- details. 







wale 


HAYS MFG. CO. Wet NO ERIE, PENNA. 


+ 


| Specify MAYS DOUBLE SEALS 
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The design conditions are: 
Capacity— 
300,000 Ib. per hour 
Pressure— 
1,400 Ib. per sq. in. 
Final Steam Temperature— 
850 deg. F. 
Feed Water— 


530 deg. F. 
Flue Gases— 

250 deg. F. 
Efficiency— 

89 per cent 
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P FURNACE 


A base load 
Steam 
Generator 
of 
exceptional 
efficiency 


A COMPLETE steaming 


unit, to generate 300,000 lb. per hour of 850 deg. F. 
steam at a working pressure of 1,400 lb. per square 
inch, is now under construction for service in Michi- 
gan. The design of the unit is shown in the accompany- 
ing drawing and indicates the continuous disposition 
of slag resulting from the combustion of pulverized 
West Virginia coal. Slag temperatures may be in- 
creased or decreased by adjustment of the intertube 


burners. 


FOSTER WHEELER CORPORATION 
165 Broadway, New York, N. Y. 


FOSTER WHEELER 
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NATION-WIDE VERDICT 


“LOW-PRICED 1937 DODGE 
MOST BRILLIANT PERFORM- 
ING TRUCK EVER BUILT?” 












cAL! 








we 
“1 nave nat? for 4 ——— 








% 


NEW 1937 DODGE X-1 TON EXPRESS—6-Cyl.— Offered on 120’ 
chassis with 84” body, and 136” chassis with 108” body. 


NO WONDER THOUSANDS ARE 
SWITCHING TO DODGE TRUCKS 








QUALITY FEATURES 
LIKE THESE MEAN 
BETTER PERFORMANCE 


@ ROLLER - BEARING 
UNIVERSALS—check 
ruinous backlash. 
@AMOLA STEEL 
SPRINGS-only Dodge 
gives you this fea- 
ture. 

@ ONE-PIECE REAR 
AXLE HOUSING — pio- 
neered by Dodge in 
low-priced trucks, 
@ EXHAUST VALVESEAT 
INSERTS—also pio- 
neered by Dodge to 
save gas and valve 
grinding. 

@ FOUR PISTON RINGS 
only Dodge of the 
lowest-priced trucks 
gives you 4 piston 
rings, others have 
only 3. 

Dodge trucks have 
dozens of extra-qual- 
ity features...yet 
are priced with the 
lowest. 








ROM coast to coast, an amazing 
Faumber of truck buyers, who com- 
pare low-priced trucks feature by fea- 
ture, are switching to Dodge. What 
Dodge extra-quality truck features 
mean in performance as well as 
economy is indicated by the users’ 
statements printed on this page. Be- 
fore you buy any truck, find out how 
Dodge quality features can save 
money for you. Get a show-down! 
See why thousands are switching! See 
your Dodge dealer today. 


DODGE 
Division of Chrysler Corporation 


Devendable 
DODGE TRUCKS 


Easy terms gladly arranged to fit 
your budget, at low cost, through 
Commercial Credit Company. 














Tune in on the Major Bowes Original 


Amateur Hour, Columbia Network, 
every Thursday, 9 to 10:00 P. M., 
Eastern Daylight Saving Time. 
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Sisele Sasi — at teies 
tHat YOU ARE BUYING SATISFACTION 


Utilities executives have learned by experience that the purchase of Davey Air Com- 
pressors is an investment which pays certain dividends. 


On construction projects, pipe line work, railway right of ways, and in the tall timber, 
Davey tractor mounts are proving efficient and economical, 


DAVEY COMPRESSOR CO., INC., KENT, OHIO 


“Built to Serve and Endure” 








VULCAN SOOT BLOWER CORPORATION 
CDu Bois C Pennsylvania 
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PUBLIC UTILITIES EVERY WHERE 
USE DITTO to Help Contro/ Operations 


Every smudged copy, every error in copying, 
every overworked and overloaded typist — 
demonstrates again your need for Ditto. For 
Ditto eliminates such wastes. 

Public Utilities everywhere are accurately 
controlling their operations by using Ditto 
for the speedy inexpensive reproduction of 
reports, accounting forms, repair instruc- 
tions, operating orders, material lists, inven- 
tories, schedules and the like. In no other 
way can you make copies so quickly and 
so inexpensively. 





Write today for our new 
book “Copies—Their Place 
én Business.” It tells fully 
just what Ditto is, and 
what it can do for you. 


Ditto 


INCORPORATED 
2284 W. HARRISON ST. 
CHICAGO, ILLINOIS 
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THE THRIFT CARRIERS’ 





They're the outstanding 
trucks for 1937... because 
they’re modern to the 
minute... because they 
give “‘more power per gallon, 
lower cost per load”’. . . and 
because they’re good for 


years of dependable service. 


CHEVROLET MOTOR DIVISION 
General Motors Sales Corporation 
DETROIT, MICHIGAN 


— 


FOR THE NATION 


ror economic. Powerful beyond their 

price, modern to the 
Transportanion minute, famous for eco- 
nomical transportation, Chevrolet 
trucks are carrying an ever-increas- 
ing volume of the daily shipments of 
truck users. They’re the thrift car- 
riers for the nation. . . giving many 
thousands of miles of safe, depend- 
able service at minimum cost. Extra- 
rugged construction explains their 
dependability; Perfected Hydraulic 
Brakes, their safety; and a New 
High-Compression Valve-in-Head 
Engine, their ability to give more 
power per gallon, lower cost per load. 


"MORE POWER per gallon LOWER COST per load !' 
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HERE Is SOMETHING NE W 


WHO'S WHO 


IN THE 


U. S$. GOVERNMENT 
UTILITY PROGRAM 








A directory, with biographical data, of Federal officials and 
employees whose duties embrace utility regulation and other 
utility problems, including construction and operation of 
Federal properties. 


Compiled by Georce E. Doyine, Editor 


P.U.R. Executive Information Service 





260 BIOGRAPHIES 
MORE THAN 300 NAMES LISTED 
30 DEPARTMENTS, COMMISSIONS, ETC. 





A valuable reference guide to government personnel in the 
field of public utilities—electric, gas, transportation, com- 
munications. 





PLACE YOUR ORDER NOW - - PRICE $1.00 


PUBLIC UTILITIES REPORTS, Ine. 
MUNSEY BUILDING 
WASHINGTON, D. C. 
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CAREFUL 
BUYER... 


The CLEVELAND 
BABY DIGGER 
MODEL 95... 


“Better Business” says, “before you 
invest investigate.” We say before 
you purchase your next trencher be 
sure you investigate the new “Model 
95” Cleveland Baby Digger. 





.) 





Here is a machine that will deliver 
maximum dividends per dollar in- 
vested, and there are reasons: 


@ The primary reason for the Cleve- 
land “Model 95’s” high value is 
that it isa COMPLETE TRENCHER. 
Meaning that—The Baby Digger—fits 
most jobs—gets to the jobs in shortest 
time—does the job with the least loss 
of time and at least expense. These 
results are secured because of the 
practical design and the quality con- 
struction of this new model Baby 
Digger. 


@ Understanding and knowing from a 

practical, “work-accomplishment” stand- 

point the many obstacles with which 
city and suburban trenching is beset, the Baby Digger was originally built to meet and over- 
come them and while the basic design of today’s trencher is not changed, improvements have 
been made that assure the “man on the job” of being able to quickly meet and overcome trench- 
ing conditions as they are today. 





Literally thousands of miles of completed work prove the correctness of the Baby Digger's 
original, distinctive, fully patented design. If you would assure the most trench, in the most 
places, at the least costs and thus win the reputation of a careful buyer, put a Baby Digger 
Model 95 on the job. You can investigate without obligation before you buy. Get the details 


Tat CLEVELAND TRENCHER COMPANY E 


20100 ST. CLAIR AVENUE CLEVELAND, OHIO 
~~ 


Ch 


e CLEVELAND 





BABY DIGGER Model 95 E 
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Good Will Remains 
Behind Hoosier Crews 


HoosIER ENGINEERING Co. 


46 So. 5th St., Columbus, Ohio 
Chicago Canadian Hoosier Engineering Co., Ltd. New York 
Montreal 


ERECTORS OF TRANSMISSION LINES 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 











Public Utilities Fortnightly September 30, 1937  S« 




















é 


for nearly 


50 years- 


the Merchants and Manufacturers whom we 
both serve have had a vital interest in our busi- 
nesses ... In yours, because you bring millions 
of customers to their stores . . . In ours, because 
this medium is used to sell their merchandise to 


passengers while en route. 


Silent partners they are, but powerful partners tr 
who know that selling, to be successful, must I 


have behind it the entire resources of a fully 





qualified Advertising Organization. For nearly 


fifty years, that has meant and it still means a 





BARRON G. COLLIER, INC. 





745 FIFTH AVENUE, NEW YORK 
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With its controlled differential steering, the Cletrac 
is just the outfit for the backfilling job . . . for all 
tractor jobs. 

It's more easily handled . 
trolled ... 


more work done more economically. 


- more perfectly con- 


more quickly maneuvered. The result: 


And the Cletrac is built to take it . . . to last longer, 


ask fewer favors, require less attention on the job. 





Among the fifteen models—either gas, tractor fuel, 


or Diesel powered—there's the right size for every 


job, 22 to 94 horsepower. 


Investigate the Cletrac and the complete line of work- 
ing equipment—bulldozers, scrapers, air compressors, 
welders, post hole augers, rock crushers, front end 
loaders, winches, booms . . . a tool for every re- 


quirement. 


THE CLEVELAND TRACTOR COMPANY + CLEVELAND, OHIO 


Cletrac 


Crawler Tractors 


The only tractors with controlled differential steering that keeps both tracks 
pulling at all times ... on the turn as well as on the straightaway. 
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GOOD 
INSULATORS 


. 


Insulators are only as good as the 
experience and workmanship put in- 
to their production. 


Our product is produced by men 
of the greatest experience to be found 
in the industry. 


Vicror made insulators are Goop 
INSULATORS. 


Catalog on request 


Victor Insulators, Inc. 
Victor, N. Y. 


























Public Utilities Fortnightly 





E review magazine of current opinion 
and news relating to public utilities. 
Conducted as an open forum for the 
frank discussion of both sides of contro- 
versial questions — economic, legal and 
financial; also gives trends in the present- 
day control of these companies—govern- 
mental competition — state and Federal 
regulation. 


J Issued every other Thursday—26 num- 
bers a year—annual subscription $15.00. 


{ The only magazine furnishing current 


and vital information on all subjects in- 
volving the financing, operation, and 
management of public utilities under gov- 
ernmental regulation and competition. 


q A magazine of unusual value and cur- 
rent stimulation to all persons holding 
positions with, or having a financial in- 
interest in, public utilities. 


Published by 


PUBLIC UTILITIES REPORTS, INC. - - 1038 Munsey Bidg., Washington, D. C. 
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GRINNELL FITTINGS 


insure Better Welding 





It is easy for a qualified pipe welder to make one, a hundred 
or a thousand welds by using Grinnell Welding Fittings. 

They reduce all welding to plain circumferential butt welds. 
Their ends are perfectly machined. They cut the “human 
element loss” to a minimum. 

Distinctive features of Welding Fittings made by Grinnell: 

Uniform wall thickness 
One piece fitting—no seams 
Smooth surfaces, inside and outside—no flattening 
or buckling 
Weld easily—they have the same properties as the pipe 


Send for a copy of Welding Fittings Catalog for reference 


GRINNELL COMPANY 


EXECUTIVE OFFICES PROVIDENCE, R. |. 
Branch Offices in Principal Cities 








f 


FITTINGS 
Include 
Elbows and Returns 
Tees and Crosses 
Reducers 
Caps, Sleeves, Saddles 
Outlets 
Flanges of all types 
Special Welding Items 


to meet special 
conditions 


GRINN ELL 


FABRICATED PIPING AND ALLIED PRODUCTS TO GRINNELL LABORATORY STANDARDS 
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New speed cooking 


~ amazing economy 










ELECTRIC RANGES 


New FLAT thrift coils on 
Hi-Speed L&H Calrod pre- 
vent wasted heat. Utensils 
rest directly upon the glow- 
ing spiral . . . cooking begins 
immediately . . . takes less 
time . . . consumes less cur- 
rent. 


[ae slp 








Find out how the new 
L&H Electric Ranges pave : Sealed in rust-proof metal, L@H Calrod is pro- 
the way to increased sales. tected for a lifetime of normal household use. 


A. J. LINDEMANN & HOVERSON CO. MILWAUKEE, WIS. 
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POOR STREET LIGHTING @ & 8 8&8 8 8 OG H 
(1) Promotes Crime f 


(2) Increases Accidents 
(3) Discourages Business 


Help your civic authorities to pre- 
vent crime; decrease accidents by 
improving existing street illumina- 
tion. 

Remarkable improvement effected at very 
low operating expense. No capital ex- 
penditure required. ; 
Improved Street lighting helps business 
—will help your business, by, among 
other things, stimulating show window 
lighting. 

Our.plan is effective yet inexpensive— 
always works both to the advantage of 
the community and also the utility. 
Details? They’re yours—sent promptly 
upon request. Write— 


AMERICAN STREET ILLUMINATING CO. 


“Backed by 59 Years Street Lighting Experience’ 
261 N. Broad St. Philadelphia, Penna. 
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ERE / 


WILLIAMSPORT 


STRAND is here to help you.. 
Cut handling costs 


Save on replacements 


Keep /ines in order 100 % 


Going up quicker, doing its work well and staying up longer 
... that is the service of Williamsport Strand. And it will 
serve you as it serves others: economically. It's accurately 
made, this Williamsport Strand, by men and machines de- 
voted to no other work but turning out perfect strand. 
Heavily galvanized, secure against weather and strong as 
strand can be. Williamsport 
Strand requires less attention . . . 
with that saving, it costs you less 
money. 
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Make your next strand order: Wil- 
liamsport. And remember that 
Williamsport's method of pre- 
forming gives the utmost in quality 
—easier handling wire rope or 
strand—in Williamsport ‘Form- 
Set." 
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122 SO. MICHIGAN AVE., CHICAGO—WILLIAMSPORT, PA. 
Offices in All Principal Cities 


: 20 N. WACKER DRIVE, CHICAGO, ILL. 
Joslyn Manufacturing & Supply Co. NarionaL pisrainUTORS FOR WILLIAMSPORT s1HaNvD 
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Attention All Delegates Attending the 


19TH 
ANNUAL CONVENTION 


AMERICAN GAS ASSOCIATION 


PLEASE consider this as a personal invitation to visit the 

Testing Laboratories of the American Gas Association 
when you attend the A.G.A. convention in Cleveland, Sep- 
tember 27th - October 1st. You who have not visited us al- 
ready have read of the great work that is being done here. 
You have heard others talk about it. Now you have an op- 
portunity to see it yourself — and seeing is believing. So, give 
us the pleasure of conducting you through the plant. Trans- 
portation to and from the Laboratories will be available all 
during the convention. Wednesday morning, September 
29th, has been set aside for a visit to the Laboratories for 
member company delegates and other invited guests. No 
other convention program is scheduled for that morning. 
Others attending the convention are urged to visit the Labora- 
tories at some other period during convention week. And to 
those who have visited us on other occasions we say “Come 
again and see what has developed since your last visit.” 

J. S. DEHART, JR.., 
Chairman, Laboratories 
Managing Committee. 


AMERICAN GAS ASSOCIATION 


420 LEXINGTON AVENUE NEW YORK, N. Y. 
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Modernize! 


Prepare for expansion—look to 
® the future. Check your present 
“Onorrom ne © equipment. Bring it up to date! 


Highest possible efficiency and smooth, 
trouble-free performance are demanded of 
all modern equipment. The Graver Organ- 
ization has served American municipalities, 
public utility and industrial firms for three- 
quarters of a century and is thoroughly ex- 
perienced in the construction of the very 
latest type of Ges Holder Shell and Cover for Sewage 


Disposal Plant, Madison, Wis. 
GAS HOLDERS LIME AND SODA asad or: 
FLOATINGCOVERS SOFTENERS | 
TANKS IRON REMOVAL 

Welded or Riveted PLANTS 


Steel or Alloys 
Shop Assembled or STERILIZERS 


Erected on the job 
CONDUITS wea a 
or 
CAISSONS Mineral, Taste, 


ZEOLITE SOFT- Color, Odor 
ENERS Removal 


PIPING, FITTINGS, ACCESSORIES 


Tell us what you need and let us send Literature. 


GRAVER TANK & MFG. CO., INC. 


75 Years of Dependable Service 
New York, N. Y. East Chicago, Ind. Chicago, I1!. Catasauqua, Pa. 


Two-Lift Gas Holder, Capacity 30,000 
to 100,000 cu. ft. 


LEFT—35-ft. Graver Gas Tank erected at Nappanee, Ind. 
CENTER—Graver Zeolite Water Softener. 
RIGHT-—Graver Pressure Filter. 
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NO “TIME-OUT” 
FOR CLEANING 


A few turns of a hand- 
wheel diverts the flow 
from the fouled chamber 
to its twin, permitting 





the fouled chamber to be 
d, its basket re- 
dand d d,and 





replaced ready for service 
when the alternate 
chamber shows signs of 
clogging. A pressure in- 
dicator on each chamber 
is the usual method of 
showing when cleaning 
is necessary. 


A-233 








It’s worth many times the cost of the strainer to prevent 
a piece of foreign matter getting loose inside an expensive 
unit of liquid-handling equipment. Compared to this 
situation a “bull in a china shop” is a joke. The vast amount of 
damage prevented by the thousands of Elliott Strainers now in 
service, is incalculable. These strainers are meeting every straining 
condition, in utility power plants everywhere. They are practical, 
efficient, and time-tested. 

Built in several types for particular service, pressure, space limi- 
tations, etc. One side of the strainer is working, while the other is 
available for removing and dumping the strainer basket. Made in 
a complete range of sizes. Large sizes can be motor-operated. 
Special type for oil. Literally thousands of Twin STRAINERS are in 
service. SINGLE STRAINERS and SELF-CLEANING STRAINERS too. 




















ELLIOTT ‘ons’ 


Accessories Department: JEANNETTE, PA. 
District Offices in Principal Cities 
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Write for the Elliott Strainer Catalog. 
[2 
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Utilities Almanack 





a SEPTEMBER —_ 











American Water Works Asso., New York Sec., begins session, Schenectady, N. Y., 4G 
Iliuminating Engineering Society ends meeting, White Sulphur Springs, W. Va., 1937. 





Se OCTOBER — 





{ American Bar Association concludes annual convention, Kansas City, Mo., 1937. 
{ American Gas Association ends annual session, Cleveland, Ohio, 1937. 





{ Massachusetts Federation of Planning Boards begins planning conference, Concord, 
Mass., 1937 











{ Independent Pioneer Telephone Association of the United States will hold annual meet- 
ing, Chicago, Ill., October 14, 1937. 





{ American Public Works Association starts conference, Atlanta, Ga., 1937. 
{ Chicago Expos. of Power and Mech. Eng. begins, Chicago, Iil., 1937. 








{ Association of American Satoh, Telegraph and Telephone Section, opens 19th an 
nual session, Chicago, Ill., 1937. 





{ International Association of Electrical Leagues starts convention, New York, N. Y., 1937. 








{ League of Nebraska Municipalities concludes annual meeting, Omaha, Neb., 1937. 





{ National Electrical Wholesalers Association will hold semiannual convention, Cleveland, 
Ohio, October 18-21, 1937. 





{ National rare! Manufacturers Association will hold annual meeting, Chicago, Ili., 
October 24-30, 1937. 








{ American Petroleum Institute will hold convention, Chicago, Ill., November 9-12, 1937. 











{ National Safety Council convenes for annual session, Kansas City, Mo., 1937. 








1 5 States Independent Telephone Association begins meeting, Chicago, Iil., > 
1937. 














Y American Inst. of Electrical Engineers, Middle Eastern Dist., starts convention, 1937. 
{ Electrochemical Society convenes for fall meeting. 1937. 
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Teamwork Needed 


Gas and electricity, twin forms of energy trans- 
mission, are regarded by the author as complemen- 
tary and not properly competitive in some fields. 


By HERMAN RUSSELL 


PRESIDENT, ROCHESTER GAS & ELECTRIC CORPORATION 


T a time when all business is being 
A harassed and attacked by politi- 
cal opportunists, agitators, and 
impractical crusaders of all kinds, it is 
high time that competing gas and elec- 
tric companies determine where cus- 
tomer interests lie and which of them 
should do the serving, based upon the 
respective economic advantages which 
each enjoy and which automatically re- 
bound to the consumers’ benefit. 

The “gas” and “electric” industries 
have common problems and a common 
market. They largely serve the same 
customers. Both are quasi public 
businesses with earnings sharply 
limited under regulated rates. An ad- 
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vantage to one, unfairly gained and 
economically unsound, is, when im- 
partially analyzed, a net loss to the cus- 
tomer as well as to the company. 
These two servants of the public 
should and must compete fairly for 
business based upon mutual advantage 
to “consumer” and “company.” The 
consumer will benefit most and the 
companies will be more successful if 
they confine their efforts to promoting 
that class of business which is logically 
theirs, because it is definitely in the 
customers’ interest and therefore in 
their own interest. 
The depression and the slowing 
down of all business, coupled with a 
SEPT. 30, 1937 
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flood of oil and natural gas as a result 
of the discovery of the largest oil and 
natural gas fields in the world in the 
middle of that depression, resulted in 
a temporary surplus of energy and 
fuels in this country. These conditions 
are already in the process of self-cor- 
rection. Electric companies generally 
are no longer worrying about loss of 
load, but on the contrary are seriously 
concerned about their ability to meet 
rapidly increasing demands for power. 
This has caused many executives to 
examine more carefully into the 
economic aspect of the different classes 
of service rendered as to the customer 
and company benefit. 


(,” and electricity, being merely 
convenient forms of transmitting 
energy, are competitive in use in that 
for a great many applications either 


may be successfully used. Economics, 
however, creates a distinction between 
the two which must not be overlooked. 


Broadly speaking, gas, as a trans- 
mission agent for heat energy, stands 
supreme. Practically any fuel can be 
transformed into gas with an energy 
efficiency of 85 per cent. This gas can 
be turned into heat energy at the con- 
sumer’s location with a very high de- 
gree of efficiency. 

The generation of electricity, from 
fuels, on the other hand, entails a large 
economic loss in heat energy; and the 
reconversion of electricity into heat on 
the consumer’s premises although at a 
high degree of efficiency still means a 
great economic loss as compared with 
gas. 

Here, therefore, is the reason for the 
two forms of energy distribution. 
Where heat is desired, the use of 
electricity involves the heavy losses 
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mentioned above, while the use of gas 
avoids such excessive losses. As a re- 
sult, where heat is desired, gas gen- 
erally can transmit from two to five 
times more useful heat energy to a 
customer as compared with electricity 
per dollar of customer cost. Where 
light or power is desired, both forms 
involve heavy losses and neither has 
any definite thermal advantage, but 
electricity has the mechanical ad- 
vantage of rotating rather than re- 
ciprocating parts, as well as ease and 
flexibility of application. 


HEREFORE, let us consider the 
markets which these two forms 
of energy might serve. Many com- 
mercial and industrial problems re- 
quiring both heat and power offer fair 
competition, depending on cost, quality 
of product, reliability of service, ap- 
pliance design, as well as other factors. 
There is plenty of business for both 
industries in these fields under fair 
competition. However, both should be 
sure that the rates under which the 
business is solicited are remunerative. 
In the domestic field, it is of the 
utmost importance that the customer’s 
interest come first. Cost and per- 
formance from the customer’s stand- 
point should govern. Electric and 
combination gas and electric company 
executives should carefully study the 
cost of the various classes of domestic 
business and should answer the ques- 
tion: “Which can give the customer 
the best service at lower cost—gas or 
electricity ?”’ 

If this is done, it will be found that, 
generally speaking, the electric range 
at rates that will compete is decidedly 
unprofitable. Water heating, by reason 
of its improved load factor and lower 


388 





TEAMWORK NEEDED 


demand is generally profitable at pre- 
vailing rates, but is more expensive to 
the customer. Both of these services 
can in general be supplied on a basis 
that is economically sound for the gas 
company, at half the cost to the cus- 
tomer as compared with electricity and 
in modern appliances will give a better 
grade of service to the customer. 

Refrigeration is fairly competitive 
and equally remunerative to either in- 
dustry. Lighting and small appliances, 
radios, etc., obviously are fields in 
which electricity can serve the con- 
sumers’ interests best. 

House heating, for reasons pre- 
viously outlined, definitely belongs to 
gas, while the field of air conditioning 
will depend on research and develop- 
ments. 

However, gas air conditioning has 
a fundamental advantage in that it can 
be developed in the future with an as- 
surance that it will always be off peak 
load and carried by otherwise idle 
capacity, since such loads will tend to 
fill the ever growing valley in the gas 
load curve as the heating market de- 


velops. In the case of electricity, how- 
ever, it is extremely doubtful if such 
can be planned upon, especially as the 
field develops and the resultant loads 
become a sizeable portion of the total. 


[T° these times, therefore, it is most 
essential that each industry care- 
fully study the various classes of load 
that it is seeking, and accurately allo- 
cate the cost of service, so as not to be 
caught in the economic trap of setting 
up rates necessary to get and hold the 
business, but which are not sufficient to 
cover the eventual costs. 

Unfair and uneconomic competition 
in the long run will only tend to con- 
fuse the public and result in demands 
for municipal operation and lower 
rates. 

There is plenty of room for the 
successful development of both indus- 
tries, if each sticks to its proper task, 
and the consumer will benefit in the 
form of improved service at the lowest 
possible cost. 

Teamwork is needed — let’s work 
together. 








The Responsibility of Labor 


[? is an impressive list of laws which the Roosevelt administration has 
so far enacted. On this list will be found measures to regulate manu- 
facturers, measures to regulate bankers, measures to regulate railways, 
measures to regulate investment companies, measures to regulate stock 
exchanges, measures to regulate issuers of new securities, measures to 
regulate employers in interstate commerce, measures to regulate commodity 
traders, measures to regulate public utilities—all in the interest of creating 
a greater responsibility on the part of these various groups in their dealings 
with the general public. But on the list will be found no measure dealing 


with the responsibility of union labor. 


-—EpitoriAL Excerpt from The New York Times. 
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THE TWILIGHT ZONE BETWEEN 


Regulation and Management 


A sensible concern for the public interest of regulators 
and utility owners will, in the opinion of the author, do 
much to keep both groups in their proper places. 


By RAYMOND S. TOMPKINS 


HEREVER two or more report- 

W ers were gathered together in 

a city room (at least in the 

“old days”), one of them could almost 

be depended upon to recite a particular 

tale of the curious and bizarre regula- 

tory vagaries of the late peerless 

grocer, publisher, and journalist, Frank 
A. Munsey. 

It was nothing for Mr. Munsey, ac- 
cording to this story, to come into the 
editorial room of one of his newspapers 
and stand there with the managing 
editor, looking over his “property” and 
taking particular note of the live stock 
functioning thereon — beating type- 
writers, slaving at copy desks, shout- 
ing at subordinates, hearkening to 
telegraph keys, or running around 
simultaneously in all directions; and it 
was nothing for Mr. Munsey sud- 
denly to point a lean and bony finger 
at, let us say, the Dramatic Critic, and 
inquire in cold, flat tones: 

“Who is that man?” 

“That,” the Managing Editor would 
say, beginning to tremble and break out 


into a sweat, “is the Dramatic Critic— 
the best—” 

“He is too fat,” Mr. Munsey would 
interrupt. “Fire him!” 

“But, Mr. Munsey, he is the best 
Dramatic Critic we ever had and 
he’s—” 

“Fire him! He is too fat!” Mr. 
Munsey would say, transposing his 
phrases without modifying his mean- 
ing. 

The Dramatic Critic would forth- 
with be fired, usually without letting 
him know the real reason, for 
Dramatic Critics are sensitive fellows 
—and as likely as not as soon as Mr. 
Munsey got out of town the Dramatic 
Critic would get a note from the Man- 
aging Editor stating briefly that all 
had been forgiven and would he please 
report for work immediately at the 
same salary. Thus were achieved the 
violently incompatible aims and objec- 
tives (in the newspaper business) of 
unbridled owner regulation and the 
practical job of getting out a good 
newspaper. Mr. Munsey, exercising 
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his power to regulate his own papers, 
fired all fat journalists, no matter how 
competent they were. The Managing 
Editor, bent upon turning out a profit- 
able newspaper for Mr. Munsey, 
would surreptitiously hire the fat men 
all over again. This constant circula- 
tion of fat men out at the front door 
and in at the back door kept Mr. Mun- 
sey, his editors, and the reading public 
satisfied, and kept the fat men from 
getting any fatter. But it was a stupid 
and a costly way of regulating a news- 
paper business. 

Now, it is not impossible, I presume, 
to conceive of a set of public utility 
regulations promulgated by a public 
utility regulatory body requiring that— 

No utility president shall receive a 
salary greater than $20,000 a year. 

No utility official of any grade shall 
wear a pink shirt during working 
hours. 

No telephone company shall hire any 
red-haired telephone operators. 

No transit or electric light and 
power company shall hire anybody 
named Casey. 

Nobody shall engage in any phase 
of the utility business who weighs more 
than 200 pounds. 

Perhaps these are ridiculous as ex- 
amples of extremes of regulation. 
Nevertheless let them stand to give 
sharpness to this point: that it is easy 
these days for public utility regulation 
to go too far; that it is easy for the 
forces of regulation to slip over into 
the realm of the forces of management, 
and that to the extent that this happens, 
by so much are the rights of citizens 
invaded by’ government and by so 
much are the interests of the public 
damaged rather than helped. 


{ HAVE before me this paragraph 

from the 1936 report of the con- 
vention proceedings of the National 
Association of Railroad and Utilities 
Commissioners : 

During the past six years we probably 
have had more new regulatory legislation 
passed than in any other similar period in 
our history. 

This statement is undoubtedly au- 
thentic. It is contained in the Report 
of the Special Committee on Progress 
in Public Utility Regulation, headed 
by the Honorable Paul J. Raver, of the 
Illinois Commerce Commission, and 
Mr. Raver and his colleagues had made 
the most painstaking studies of their 
subject and knew what they were talk- 
ing about. There has never been such 
a scramble to calk, rivet, patch, and 
cement the seams and leaks in the 
Good Ship “Regulation” as there have 
been in the last six years. The reason 
is well understood by every practitioner 
of the public utility arts. Enlightened 
men in the seats of government at 
Washington, beset by starry visions of 
a sort of utility Utopia conducted “for 
use and not for profit,” have been ex- 
pressing amazement and incredulity at 
the ineptitude and futility of this good 
old ship “Regulation,” pointing scorn- 
ful fingers at its weaknesses and 
foibles and creating the impression 
that as a ship it was just one large mass 
of leaks surrounded by a hungry ocean. 
These gentlemen being active and ex- 
tremely vocal and attracting con- 
siderable public attention with their 
shouts and cries of alarm, it was only 
natural to expect action from the men 
who believe state regulation is sound, 
American, and democratic. 

Hence there has been a flood of state 
legislation calculated to extend control 
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of governmental authority over utili- 
ties. 


I* 29 states the forms of organiza- 
tion of state regulatory commis- 
sions have been changed by new laws 
in the last six years. These laws, of 
course, do not take the regulators any 
deeper into the affairs of utility organ- 
izations than they went before. But 
they were plunged more deeply into 
utility management by new laws in 23 
states concerning securities of public 
utility companies; and they thrust in- 
quiring noses more deeply into man- 
agerial affairs by virtue of new laws 
in twenty-four states concerning “af- 
filiated interests.’’ Under some of these 
laws an “affiliated interest” is anybody 
who owns 10 per cent, or even 5 per 
cent of the capital stock of any utility. 
Thus some state commissions now 
have jurisdiction over such an in- 
dividual just as they have jurisdiction 
over the utility itself; and may follow 
him to his office on the heels of the 
Federal income tax collector, and de- 
mand to see his accounts, his records, 
his expenses, and all his correspondence 
relating to his ownership of stock in 
the utility. 

Likewise now, too, state commis- 
sions can control a utility’s issue of 
securities more thoroughly than before, 
by virtue of several new state laws. In 
Pennsylvania, for example, there is an 


3 


extremely able and effective state 
regulatory body but the issuance of 
securities by a utility was none of its 
business—until recent passage of one 
of these new laws. Now a Pennsyl- 
vania utility cannot issue new securi- 
ties without the approval of the com- 
mission, and if the commission says 
“no,” the securities cannot be issued. 


| still isn’t possible in most states for 

a commission to call a utility on the 
carpet and demand that it extend serv- 
ice into some remote rural locality 
where it costs $10 to send a postal card. 
True, it is to that end that a good many 
of the Men of Vision abroad in the 
land have been working, but legislators 
still tenderly refrain from passing 
legislation requiring by mandate that 
a citizen in the utility business shall 
consent to losing his shirt if a specified 
number of farmers insist upon it. 
Nevertheless there was state commis- 
sion legislation even on this subject in 
the last few years. In 1935, it became 
legal in Indiana to require a public 
utility to serve rural customers who 
are within half a mile of the company’s 
transmission lines, provided the rural 
customers agree to construct and in- 
stall the necessary equipment in com- 
pliance with plans and specifications 
prescribed by the company. The act 
does not specifically define what is 
meant by “equipment.” 


commission regulation. But neither, for that matter, is the 


 connision re of course, is not perfect. Neither is state 


utility Utopia frequently pictured by Men of Vision as the 
solution for the troubles of both groups. Because if that ever 
arrives there will be neither management responsible to a 
regulatory body nor a regulatory body responsible to the 
public.” 
SEPT. 30, 1937 
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Thus under the head of “progress in 
regulation,” come all new state laws 
permitting state commissions to stick 
a finger deeper into the pie of utility 
management. How long is this going 
to continue and how far are these laws 
going to go? It is still a long distance 
to the heights achieved by Mr. Munsey 
whose regulatory powers permitted 
him to fire reporters because they were 
too fat. After all Mr. Munsey owned 
his newspapers. Regulatory commis- 
sions do not own the public utilities— 
not yet. Furthermore the courts of the 
land have repeatedly said that “regula- 
tion” does not mean “management.” 
Moreover, courts have construed cer- 
tain state commission activities as 
“management,” and have promptly 
outlawed these activities. 


TS truth is there still exists a 
“No-Man’s Land” in utility ad- 
ministration within which regulatory 
jurisdiction is bound to be disputed. 
Mr. Raver stated the issue with impres- 
sive clarity in his report on “progress.” 
He said: 

Regulation which is too drastic results in 
appeals to the courts. Regulation which is 
too lenient results in appeals to the ballot 
box. 

Mr. Raver adds that in between 
these two checks there lies a “zone of 
reasonableness constituting the field of 
administrative activity.” This, if we 
understand Mr. Raver, is that “twi- 
light zone” familiar to all veteran utili- 
ty commissioners, between regulation 
and management—the zone in which 
management and regulation meet and 
struggle to determine what shall be 
done concerning utility affairs and by 
whom. 


In the main the only thing that really 
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settles these disputes is common sense, 
honesty, and fairness. But merely the 
one-sided use of these weapons will not 
do. They must appear in both camps. 
They must produce a kind of “peace 
without victory,” to revive a once 
popular but now seemingly obsolete 
phrase. That is, no boasting on either 
side that regulation or management 
has been vanquished will really end the 
war. Neither will the triumphant pas- 
sage of more and tougher laws. The 
winner, if any, must be the Public. By 
that test shall ye know whether the end- 
less skirmishes in the twilight zone be- 
tween regulation and management are 
being settled justly and fairly. 

This test does no violence to Mr. 
Raver’s theory. Regulation which is 
too drastic and results in appeal to the 
courts is not in the public interest be- 
cause it shakes public faith in the in- 
telligence of the authorities which pro- 
posed and fought for the legislation, 
and if that authority is the regulatory 
authority, then public respect for it is 
bound to suffer, and public progress in 
sound and effective regulation suffers 
a setback. On the other hand, regulation 
which is too lenient and results in ap- 
peals to the ballot box is not in the pub- 
lic interest because it is just that much 
time wasted, it arouses or increases 
suspicion of the utility and perhaps the 
commission, is costly to the voters and 
may produce further regulation of the 
too drastic type, thus starting a long 
chain of consequences helpful to no- 


body. 


i concern for the public 
interest on the part of both the 
regulatory commission and the utility 
management will thus do more to keep 
both groups in their proper places than 
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Regulation—Not Too Lax, Not Too Lenient 


€¢ PEGULATION which is too drastic and results in appeal to the 
courts is not in the public interest because it shakes public 
faith in the intelligence of the authorities which proposed and fought 


for the legislation . . 


. On the other hand, regulation which is too 


lenient and results in appeals to the ballot box is not in the public 
interest because it is just that much time wasted, it arouses or in- 
creases suspicion of the utility and perhaps the commission...” 





anything else yet known to mankind, 
including more laws. For example, a 
utility management can keep regulation 
in its place by not inviting investiga- 
tion and rebuke in a certain kind of 
holding company relationship. The 
writer has in mind the action of the 
public service commission of Mary- 
land, a couple of years ago, when it in- 
vestigated the rates, charges, services, 
property, and affairs of the Potomac 
Edison Company. The commission 
came across an expense item which was 
a sort of management or counsellor’s 
fee to the West Penn Electric Company 
whose headquarters were not in Mary- 
land but in Pittsburgh. The West Penn 
Company controlled the Potomac Edi- 
son Company and supplied it with the 
services of experts and specialists at a 
cost, it was said, less than that at which 
these services could be obtained by the 
operating companies themselves. The 
West Penn Company simply billed the 
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Potomac Edison Company a lump sum 
for “joint subsidiary expense” and the 
Potomac Edison Company had no op- 
tion but to pay it. No detail of services 
rendered was given ; the Potomac Edi- 
son Company simply paid the bill with- 
out asking questions. 

In looking upon this transaction 
with a fishy eye the Maryland Public 
Service Commission agreed it was 
probably sticking its nose into manage- 
ment. But its excuse was that it did so 
in the public interest because it was 
claimed by the management that the 
Potomac Edison Company had a right 
to charge the public rates sufficient to 
permit it to earn these fees for the 
West Penn Company. Thus rates be- 
came involved, and rates are, of course, 
extremely close to the public heart. 
Hence, said the Maryland commission, 
it thought it ought to speak its mind on 
this matter—and it therefore pro- 
ceeded to do so. 
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v said publicly that the amount in- 
volved wasn’t much but the princi- 
ple was important. It said no public 
utility company ought to have to pay 
bills without knowing what it was pay- 
ing for. It said the West Penn Com- 
pany, being owner of all the stock of 
the Potomac Edison Company, ought to 
select officers to run that company who 
knew their business and didn’t need 
any advice from Pittsburgh. It said it 
believed the men running the Potomac 
Edison Company actually were compe- 
tent and that therefore when they paid 
the West Penn Company to tell them 
how to run their jobs they were throw- 
ing money away. Specifically they were 
throwing away money obtained from 
the ratepayers—and if they didn’t 
throw away so much money for such 
purposes the bills of the ratepayers 
would be less. 

But, the Maryland commission 
added, it did not mean to imply that the 
West Penn Company could not be of 
service to the Potomac Edison Com- 
pany, nor that such service could not 
have any value. What the commission 
objected to was that the Potomac Edi- 
son Company had to pay for these serv- 
ices without anybody’s having a chance 
to find out what the services were— 
even the Potomac Edison Company. 
Hence, the commission concluded, it 
would consider no such expenses as 
legitimate cost of management unless 
accompanied by complete vouchers 
showing the services required, the ac- 
tual services rendered, the cost of the 
services to the West Penn Company, 
and then the charge made to the Poto- 
mac Edison Company. 

Here was regulation sticking its nose 
into management with a vengeance. 
Yet while there was appeal from the 
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whole opinion of the commission, tliere 
was no appeal on this portion of it. 
Tacitly, at least, management agreed 
with regulation, that in this particular 
matter regulation had not overstepped 
its bounds. 


B” the big point is this: that the 
question whether regulation was 
stepping into the role of management 
never would have come up in this case 
if there had been a little more thought- 
fulness in the first place concerning the 
ultimate public interest. 

Yet, into the reasons for salary of 
the Potomac Edison Company’s presi- 
dent, nor, indeed, into the reasons for 
the salaries of the presidents of any 
utility companies under its jurisdic- 
tion, would the Maryland commission 
think of prying—nor would any other 
commission in any other state—unless 
fraud or dishonesty were suspected. 
Nor is a sensible commission con- 
cerned with interruptions to service un- 
less they seem like unreasonable ones. 
Nor is the electric voltage nor the pres- 
sure or quality of the gas a matter of 
commission concern unless it seems 
clear that management has fallen down 
and the public is suffering. The public, 
of course, lets a commission know very 
quickly whether it is suffering or not. 

Management, of course, is not per- 
fect. Neither is state commission regu- 
lation. But neither, for that matter, is 
the utility Utopia frequently pictured 
by Men of Vision as the solution for 
the troubles of both groups. Because if 
that ever arrives there will be neither 
management responsible to a regula- 
tory body nor a regulatory body re- 
sponsible to the public. There will be 
just one gigantic power monster en- 
trenched and protected as a govern- 
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ment bureaucracy, and there will be the 
public which will take the service it gets 
and pay the bills whether it likes either 
the service or the bills or not. There 
will be none of the appeals to the courts 
mentioned by Mr. Raver because there 
will be no “regulation too drastic to in- 
spire them.” There will be govern- 
mental domination but not regulation. 
And appeals to the ballot box will be 
empty gestures because, as Dr. Glenn 
Frank, the former president of the 
University of Wisconsin, recently said, 
in that kind of a country the ballot is 
just a formality. The right to vote 
means nothing now in countries where 
government is centralized and industry 
is politically controlled, and it will 
mean nothing under like conditions 
here. 


N° sound and stable regulation sees 


both sides of the utility problem 
in a democratic America; it sees that 
the public is adequately and satisfac- 
torily served, and not cheated, and it 
sees that the utility companies under its 
jurisdiction earn a fair return as set 
forth by competent courts of law, upon 
a fair valuation of their properties. 
Whatever it needs to do to achieve 


those aims it has a right to do—but 
it has no right to do more. 

Where there is stupid management 
and where there are stupid utility com- 
missions the battle will go on, the No- 
Man’s Land between regulation and 
management will be strewn with the 
wreckage of both armies, and the hope- 
ful harbingers of disaster to both state 
regulation and private ownership will 
fly back and forth across the battlefield 
cawing dismally and expectantly. 

But state regulation is not dead 
where the regulators have a sense of 
responsibility. And private manage- 
ment is not dead where private manage- 
ment has a sense of responsibility. The 
growth and development of this sense 
is a pleasanter augury for the future of 
public utility service in this country 
than the record of all the new regula- 
tory laws passed in the last six years. 
For the progress in public utility regu- 
lation which will be of most use to the 
men and women of the nation will not 
be the kind of progress recorded in fat 
books of new utility statutes and laws, 
but the progress achieved by a better 
human understanding between men 
sincerely intent upon honest public 
service. 





Casting Kilowatts before the Swine 
Pigs are pigs everywhere but up Nahahum Canyon in Washington 


State. 


There pigs are perfect little ladies and gentlemen, always hide 


their piggishness and wait patienily until dinner is served. 

The answer? It’s the France-Howard electrified slop bucket. 

If you've ever hustled and bustled, tripped up, and bowled over while 
trying to carry a brimming feed pail through a pig lot, you'll appreciate 
the France-Howard electrified slop bucket. 


It has brought seas to two 
ert France, and, since it's unpatented, you’re wel- 


H. Howard and Her 
come to it, too. 


rried hog men, its inventors, Clell 


They got the idea from their two-strand electrified hog fence, charged 


from a simple dry cell battery. 


It worked, too, At first the swine couldn’t believe their own noses. 
But a few forays on the tempting pail had convinced them a bumblebee 


has nothing on a bucket. 
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Recent Gas Problems before the 


Regulatory Commissions 


A review of the outstanding decisions relating to com- 
mission regulation of the gas industry, dealing with 
some of its major problems. 


By ELLSWORTH NICHOLS 


MAN walked into the office of the 
Duquesne Light Company and 


ordered gas and electric service. 
He laid down a $20 bill as a deposit. 
This was accepted, $5 change given, 
and a receipt delivered. After he left, 
the bill was found to be counterfeit. 
The new customer was required to 
make good for the $20 before getting 
service. He complied under protest. 
Then he sought a refund by order of 
the Pennsylvania commission ; but the 
commission held that the counterfeit 
bill was not an effective deposit al- 
though innocently offered.’ 

Owners of gas fields are seeking out- 
lets. They must hurry to sell the gas 
before owners of adjoining fields drain 
it out from under them. Shall they sell 
it to industrial gas users at attractive 
rates regardless of conservation ideals 
and the effect upon existing utilities? 
A company sells securities or reclassi- 
fies securities without getting commis- 
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sion consent. How can the situation be 
cleared up? These problems and many 
others have been grist for the mills of 
the state commissions during the past 
year. 

A Federal district court has said 
that commission decisions “indicate 
the trend of thought of those trained 
and experienced.”* They are a guide, 
but flexibility and adjustment to 
changing conditions must be recog- 
nized. A commission does not hesitate 
to depart from what it has done before 
if the departure is reasonable and 
based on facts in the record.® 

What operations are subject to com- 
mission regulation may become an 
important question, particularly when 
gas-producing companies are not them- 
selves selling gas to consumers. As 
we shall see later, however, a com- 
mission may even exert pressure on 
companies which it cannot regulate as 
public utilities. A few decisions on the 
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public utility status may be noted at 
this point. 


A™ and oil company which, as a 
small part of its entire business, 
produced natural gas and sold it to a 
distributing company was considered a 
public utility subject to the regulatory 
jurisdiction of the Texas commission. 
Sale of gas was governed by a contract 
the purpose of which was to create and 
develop, within the adjacent territory, 
a domestic consumer market. The dis- 
tributing company was bound to de- 
velop the territory. It was said that in 
the production and marketing of gas 
there was no essential difference be- 
tween the relation thus created and 
that which would have existed had the 
gas and oil company formed a sub- 
sidiary corporation and made the same 
contract with it.* 

Properties of a natural gas produc- 
ing company and of a natural gas 
transportation company, both sub- 
sidiaries of a natural gas distributing 
company, were held in Pennsylvania to 
be but arms of the distributing com- 
pany and therefore affected with a pub- 
lic interest.® 

A corporation which had obtained a 
certificate of authority, under the 
Pennsylvania Business Corporation 
Law, permitting it to transport gas for 
use in its own operations and to sell 
gas at the point of production under 
private contract and at wholesale only, 
was held to be engaged in operation as 
a public service company. It was 
shown to have solicited customers, 
signed contracts for service, and laid 
pipe lines for such service.® 

A Pennsylvania business corpo- 
ration lacking power to engage in the 
business of a public service company 
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was held by the New York commission 
to lack legal capacity to receive and to 
exercise franchise privileges in the pub- 
lic highways. On this ground the com- 
mission denied authority to construct 
a gas plant and to exercise franchises 
granted by certain towns.” 


A individual doing a gas business 
was held to be operating as a “gas 
corporation” under provisions of the 
Missouri statutes. The commission 
announced the principle that it has 
authority to compel a gas corporation 
actually operating to render service in 
a way best calculated to promote the 
public interest, preserve the public 
health, and protect those using such 
service even though the utility holds no 
certificate of public convenience.® 

The Illinois commission authorized 
a gas pipe-line company to maintain 
and operate pipe lines upon condition 
that it would sell gas at wholesale to 
corporations, both municipal and pri- 
vate, engaged in the sale and delivery 
of gas to the public. An appeal from 
this order was successfully maintained. 
The state supreme court held that the 
restrictive condition imposed by the 
commission’s order was not within the 
power of the commission. 

The commission order was predi- 
cated upon the assumption that the 
pipe-line company, as a public utility, 
could not limit the scope of its public 
engagement to the sale of gas to pri- 
vately owned public utility companies, 
and thus, in effect, discriminate against 
municipal corporations. The court an- 
nounced the Illinois rule that privately 
owned business is clothed with a public 
use only to the extent that it may be 
formed to deal with a particular class 
of patrons, or to the extent of the in- 
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terest created or held out for that pur- 
pose. This company’s public engage- 
ment extended only to the supply of 
gas at wholesale to utilities located 
along its lines. Municipally owned and 
operated utilities had been expressly 
excluded from the statutory definition 
of public utilities. The court said : 

No unlawful or unreasonable discrimina- 
tion could therefore result in appellee’s 
failure or refusal to extend its service be- 
yond the scope of its publicly professed 
obligation. Nor can any legal sanction be 
found to authorize the commission’s attempt 
to withhold a certificate of convenience and 
necessity from appellee until it agreed, as a 
condition subsequent, to sell gas to munici- 
palities. Orders of this character, dependent 
upon submission to a collateral condition 
beyond the statutory and constitutional 
power of the commission to impose, have 
been repeatedly condemned.® 


HERE has been a strong trend in 

the direction of giving state com- 
missions more effective authority to 
control public utilities which are re- 
lated to interstate companies and hold- 
ing companies. Further advance in 
this direction is witnessed in a recent 
decision by a Federal district court that 
the Illinois commission could order an 
interstate natural gas pipe-linecompany 
to produce records relating to property, 
income, and expenses for use in a pro- 
ceeding concerning rates of an affiliated 
Illinois public utility company. The 
order was said to be in the nature of a 
subpoena for the purpose of enabling 


the commission to determine the prop- 
er operating costs of the utility under 
its jurisdiction. All contentions as to 
violation of constitutional rights were 
overruled.” 


Invasion of territory to sell natural 
gas is a concomitant of the exploitation 
of gas fields. The public is interested in 
conservation of natural resources and 
stability of service. Industrial gas con- 
sumption is a natural outlet for those 
who seek an immediate market for 
their gas. This may result in skimming 
the cream and leaving the milk for es- 
tablished utilities with distribution 
systems designed to serve many do- 
mestic customers. What a commission 
should do about it may depend upon 
the scope of its authority. 

A proposal was made by a natural 
gas company to bring gas from its 
fields in northern Pennsylvania and 
in southern New York through a 
14-inch pipe line 92 miles to a city in 
the northern part of New York. There 
was no intention to furnish gas gen- 
erally in the city, but contracts had 
been made to supply industrial cus- 
tomers and it was also proposed to sell 
gas to domestic users along the line. 
Authority to construct this line was op- 
posed by an artificial gas utility which 
feared competition, but the commission 
by a divided vote granted its consent. 


state commissions more effective authority to control public 


C:: HERE has been a strong trend in the direction of giving 


utilities which are related to interstate companies and holding 
companies. . . . the Illinois commission could order an inter- 
state natural gas pipe-line company to produce records relat- 
ing to property, income, and expenses for use ina proceeding 
concerning rates of an affiliated Illinois public utility com- 


pany.” 
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HE wasteful prodigality which 

has attended the operations of the 
natural gas industry was regretted by 
both majority and dissenting commis- 
sioners, but Chairman Maltbie, speak- 
ing for the majority, pointed to the 
fact that whatever the commission 
might think concerning the desirability 
of conservation, the commission had 
no jurisidiction to determine how natu- 
ral gas resources should be developed, 
particularly where part of the gas was 
to be imported from another state. He 
said that it was possible for Pennsyl- 
vania companies to take all of the gas 
from the field unless the New York 
companies removed the gas before the 
field was exhausted. Conservation of 
natural gas resources in the various 
states, he said, could not properly be 
brought about except through volun- 
tary action of the states or by the Fed- 
eral government. The commission 
could see no benefit to consumers in the 
state of New York to be gained by de- 
nial of authority. There was nothing 
to assure the commission that denial of 
authority would conserve the gas 
supply." 

The Pennsylvania commission, how- 
ever, denied authority to sell natural 
gas to industries in the territory of 
existing utilities. It announced that 
one of the principal purposes of regu- 
lation is the prevention of ruinous rate 
competition ; that the public interest is 
better served by regulation of estab- 
lished companies than by permitting 
competition ; and that the remedy for 
objectionable rates or service lies in 
their correction rather than in the au- 
thorization of competition by a group 
which cannot assure, even to a re- 
stricted section of the public, the con- 
tinuance either of lower rates it offers 
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or of the natural gas supply which it 
proposes to furnish. 

Applicants for authority to render 
cheaper service in competition with 
established companies, it was held, 
should support their argument by defi- 
nite evidence that operation at the 
lower rates will be profitable, or at least 
will not be conducted at a loss. The 
desire of a company to sell natural gas 
to large industrial users only, because 
it can sell more gas in a much shorter 
time and there must be an outlet for 
the gas, was said to be private and not 
public in character and not a ground 
for granting a certificate to serve only 
a portion of the public.” 


HE superior court sustained the 

action of the commission. The 
power to regulate, it was held, includes 
the power to prevent competition found 
to be inimical to the public interest. 
The order was held to be in the public 
interest, reasonable, and in conformity 
with the law, since the corporation pro- 
posed to furnish natural gas to large 
industrial users in townships served by 
existing utility companies and neither 
the adequacy of existing service nor 
the reasonableness of existing rates 
was questioned. Moreover, the corpo- 
ration owned no wells and had no gas 
purchase contract but would be de- 
pendent upon a related company. 

It was not the function of the com- 
mission, said the court, to expedite or 
assure substantial returns on a specu- 
lative venture by authorizing the in- 
corporation and operation of a natural 
gas company proposing to undersell 
present distributors. The basis of the 
action of the commission was said to 
be the interest of the public as dis- 
tinguished from the interest of the 
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Industrial Use an Outlet for Natural Gas 


ee of territory to sell natural gas is 
a concomitant of the exploitation of gas 
fields. The public is interested in conservation 
of natural resources and stability of service. 
Industrial gas consumption is a natural outlet 
for those who seek an immediate market for 
their gas. This may result in skimming the 
cream and leaving the milk for established 


utilities.” 





corporation or the individual making 
the application.” 

An attempt by the owners of natural 
gas leases to force an existing utility 
to come to them for gas was thwarted 
by the Missouri commission. The 


owners of such leases wanted a market 
for their gas. They had offered to sell 


it to a distributing utility, but failing 
in that, they petitioned the commission 
for an order authorizing them to dis- 
tribute gas themselves, or, in the alter- 
native, for an order to the distributing 
utility to purchase its gas from them. 

The commission ruled that it could 
not require the purchase of gas from 
the lease owners, even though they 
urged that gas produced within the 
state should be given preference over 
gas obtained from sources beyond the 
state. The commission also ruled that 
authority to distribute gas in the terri- 
tory of an existing natural gas utility 
which is rendering adequate service at 
established rates should not be granted 
when there is no sufficient showing of 
the ability of the lease owners soundly 
to finance such an undertaking or to 
furnish a stable and adequate supply of 
gas to enough customers to warrant the 
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enterprise if the customers are avail- 
able.™* 


HE New York commission, in 

granting permission to construct a 
natural gas plant and to exercise a 
franchise, criticized certain terms of 
the franchise and stated that a fran- 
chise provision that the company 
should not be required to extend a gas 
main more than 50 feet for any con- 
sumer could not change the statutory 
requirement of an extension of 100 
feet at the expense of the company. 
Such an ineffective provision did not, 
however, invalidate the franchise. The 
commission also held that its power to 
fix gas rates could not be taken from it 
by a franchise provision giving the 
village control over rates. It was said 
that the company might file the rates 
set forth in the franchise subject to 
commission approval.”® 


Turning from the advance of the gas 
industry in some sections, particularly 
where natural gas is available, we must 
view the plight of some artificial gas 
companies as described in a Nevada 
case. A gas company was authorized 
by the commission to abandon service 
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operated at a loss, after waiting a 
reasonable time so that citizens might 
adjust themselves in order that other 
methods of lighting and heating could 
be substituted. The commission de- 
clared that it could not require any 
utility solely under its implied obli- 
gation to furnish service to do so with- 
out a proper return. 

The commission raised the question 
whether it was not fair to assume that 
the gas industry was confronted with 
the same threat to its economic life as 
was the case with the tallow candle and 
coal oil lamp. The gas industry, it was 
said, had been compelled to give way 
to modern-day progress. The public 
had been using less and less gas over a 
period of years, which would lead one 
to believe that some other form of 
heating and lighting had taken the 
place of gas, such as electricity, rock 
gas, coal, or wood, for the population 
of the community had remained sta- 
tionary for several years with the ex- 
ception of perhaps the last year. It 
was said in part: 

Careful review of the gas industry of the 
United States shows that as electric energy 
advances it is replacing the old method of 
lighting and heating. Improved methods of 
heating and furnace appliances have supple- 
mented the old order. No more do we see 
the old gas jet for lighting purposes upon 
the street or in the home. The perfection 
in the last few years of the oil-burner for 
heating the home, the blast in the foundry, 
and the furnace have given away to oil and 
electric energy so it is with other phases of 
our daily life—the old order is changing. 
New inventions such as refrigerators, elec- 
tric stoves, vacuums, toasters, percolators, 
and oil-burning furnaces are demanding a 


change from the old order to the newer 
forms of lighting and heating.!6 


HE New Hampshire commission 
was called upon to consider a pro- 
posed change by a gas manufacturing 
company from coal-gas to water-gas 
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production. The commission held that 
it was wholly without jurisdiction in 
the field of labor relations and that it 
had no warrant to consider questions 
of employment or unemployment as 
such in determining whether the 
change should be permitted. Its power 
extended to investigation and ascer- 
tainment of the quality of gas supplied 
and the methods employed in manu- 
facturing or supplying gas. Decision 
as to the manner in which the company 
should attempt to meet its problems of 
manufacture either by using coal-gas 
or water-gas equipment was said to be 
within the realm of managerial func- 
tions, although subject to commission 
investigation; it should not be re- 
stricted except as clearly required by 
the public interest. 

No support was found for a finding 
that a change from coal-gas to water- 
gas production would appreciably in- 
crease the hazards to either those work- 
ing in the plant or those consuming its 
output. Comparisons of average costs 
for plants of varying sizes and charac- 
teristics failed to give an adequate basis 
for conclusions as to the relative merits 
of coal-gas and water-gas operation, 
but it was said that a decision as to 
which type of gas manufacture should 
be followed must be based primarily 
upon analysis of the particular situ- 
ation. The commission dismissed the 
proceeding against the company.” 


|B haps laws requiring commission 
authorization before securities 
are issued, utility companies have 
found themselves in trouble when they 
acted first and asked authorization 
later, or when they failed to obtain au- 
thority because they believed it was 
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unnecessary. Frequently unauthorized 
securities have been held void and not 
subject to ratification. Such was the 
case recently in Oregon. A note and 
mortgage had been executed and de- 
livered without authorization of the 
commissioner. It was ruled that such 
instruments were unlawful and void 
and the obligations expressed therein 
were unenforceable. Moreover, the 
commissioner could not ratify them. 
The commissioner ruled that the com- 
pany must execute new instruments 
upon the commissioner’s approval."* 
An attempted reclassification of 
common stock of a New York gas 
utility corporation so as to change a 
part of the stock from common to pre- 
ferred was declared a nullity without 
commission approval. A company mak- 
ing such a reclassification was con- 
fronted with the task of undoing what 
had been done illegally. The com- 
mission held that the position of com- 
mon stockholders prior to the reclassi- 
fication remained unchanged. An at- 
tempted redemption of the so-called 
preferred stock was null, void, and of 
no legal effect. Since the corporation 
had received miscellaneous assets be- 
longing to another corporation in the 
attempted redemption of shares, it was 
required to return the assets in kind or 
in cash as of the date of delivery. 
Notes and obligations issued and in- 
curred in connection with the trans- 


actions were held illegal in their nature 
and based on an illegal consideration, 
and the avails thereof remaining in the 
possession of the corporation were re- 
quired to be returned to those from 
whom they were received, and various 
notes and obligations of that corpo- 
ration represented thereby were to be 
delivered up and canceled.” 


|S gpeener of securities which have 
gone bad in recent years have had 
to face hard facts and make the best 
bargain they could to salvage at least 
a part of their investment. This has 
been true not only in industrial enter- 
prises generally, but also in the case of 
public utilities. In reorganization pro- 
ceedings bondholders may come out as 
preferred stockholders and preferred 
stockholders may come out as common 
stockholders. Common stockholders 
may emerge with a right to buy new 
stock at a special price. None of these 
investors is in a position to demand 
the quality of investment which he 
could look for from a new enterprise. 

The commissions are not ignorant 
of the practical aspects of these re- 
financing plans. For this reason the 
Wisconsin commission authorized the 
issue of stock, in furtherance of a plan 
or reorganization under §77-B of the 
Bankruptcy Act, although it was diffi- 
cult to make the necessary statutory 
finding of “reasonable protection” to 


“A RATE may not be confiscatory in its character but still tt 
may not be a rate which is fair from an economical and 
commercial sense. A rate of return may be sufficient to meet 
the demands of the Constitution and at the same time fail to 
encourage and justify the operation of a utility business with 
that degree of service to which the public is entitled.” 
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preferred stockholders and “consist- 
ency with the public interest,” because 
of inadequacy of earnings. A Federal 
court had authorized the reorganiza- 
tion, and it was the plan of the manage- 
ment to develop new business as 
rapidly as possible. The commission 
said: 

The former bondholders now know, from 
the court decision, that they cannot expect 
anything better than this preferred stock in 
exchange for their bonds and that if a de- 
fault in dividends occurs, they can control 
the destinies of the corporation through 
their voting privileges. These security hold- 
ers are not in the position of innocent in- 
vestors relying upon a finding by this com- 
mission of “reasonable protection” in order 
to select their investments ; and it is reason- 
able to expect that the development of new 
business will improve the earnings of the 
company.20 


FN ett field of controversy over 
rates exists where utility service 
is in competition with unregulated 
business. The utilities make rates as 
low as possible to attract business, fre- 
quently being subjected to criticism by 
customers in noncompetitive classes 
who feel that they are the victims of 
discrimination. Such was the case in 
Wisconsin when a restaurant owners’ 
association complained against the dif- 
ference in rates which were charged 
for gas used in restaurants and rates 
offered to obtain house-heating busi- 
ness. The commission dismissed the 
complaint. 

No substantial difference in charac- 
ter of use of gas as between restaurants 
and dwelling houses was found so as 
to justify the differential when based 
solely on alleged differences in use. 
The commission, however, announced 
the principles which it followed in ap- 
proving gas house-heating rates : 

1. Such rates should not be lower 
than necessary to obtain business. 


2. Such rates must not be as low as 
the costs which are added by obtaining 
the new business. 

3. The rates should be sufficiently 
higher than these added costs to pay 
something towards the overhead costs 
which otherwise would have to be 
borne in total by the other customers. 

If these conditions are met, it was 
said, the customers not benefiting di- 
rectly from the special rates will still se- 
cure indirect benefits by being relieved 
of some costs which otherwise would 
be assignable to them. Rates for gas 
used by restaurants were not reduced 
to the level of rates for house-heating 
use, since the utility was not earning 
an excessive return, a large part of the 
existing market in the case of restau- 
rants was being served, a negligible 
part of the possible load for house heat- 
ing had been obtained under the exist- 
ing rates, the addition of the house- 
heating customers had increased reve- 
nues to the benefit of other customers, 
and a reduction in rates to restaurants 
would result in a revenue reduction 
which would have to be absorbed by 
other users of gas, chiefly homes using 
gas only for cooking or water heating.** 


N” only electric utility companies 
but also gas companies have been 
giving thought to the low-cost rate 
plan to induce greater use of service. 
Such a plan for residential service was 
approved by the Alabama commission 
to include a present rate, an induce- 
ment rate, and an objective rate. The 
schedules resulted in a reduction of 
monthly gas bills of all customers using 
gas in excess of 300 cubic feet. No 
customer was affected adversely.” 
Optional gas rates of an inducement 
nature were approved in Wisconsin, 
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The Old Order Changes 


— review of the gas industry of the 
United States shows that as electric energy 
advances it 1s replacing the old method of lighting and 


heating 


Vew inventions such as refrigerators, 


electric stoves, vacuums, toasters, percolators, and oil- 
burning furnaces are demanding a change from the 
old order to the newer forms of lighting and heating.” 





notwithstanding objections to indefi- 
nitely continued optional rates as a 
general rule, where an immediate rate 
reduction was of material amount, the 
new rates would have to be further re- 
duced before all customers would be 
placed upon such rates, and the com- 
mission might institute an investigation 
and make such changes as might ap- 
pear to be reasonable and necessary. 
But it was held that a provision for 
optional rate schedules under which 
present customers may continue serv- 
ice under a block rate until such time 
as a specified percentage of customers 
avail themselves of an optional induce- 
ment type of rate should not contain 
the restriction that the present rate will 
not be available to new customers or 
to present customers upon change of 
location, since this would be unreason- 
able and discriminatory.* 


a of rate schedule which 
recognizes a three-fold classi- 
fication of costs (1) customer costs, or 
those which vary directly with the 
number of customers; (2) demand 
costs, varying with the total demand 
which a customer may take; and (3) 
consumption costs, which vary with 
the number of units actually consumed 
by the customer, has been approved in 


several states. The New Jersey board, 
however, held that where a schedule in 
such form is offered and increases in 
certain rates and decreases in others 
are proposed, the proof as to customer 
costs, demand costs, and consumption 
costs, and the items making up these 
various costs, should be specific, de- 
tailed, full, and complete, and testi- 
mony as to the probable effect of the 
changes upon gross and net return 
should be produced. 

A gas rate schedule containing a 
separate fixed charge to cover customer 
costs has been approved on the ground 
that it makes for greater equity be- 
tween customers and _ encourages 
greater use of gas because of the lower 
rates which may be charged for actual 
gas consumed.*® 

Only brief mention will be made of 
the recent decisions relating to rate 
factors. Rulings on valuation, depreci- 
ation, operating expenses, and rate of 
return have followed, for the most 
part, the well settled and frequently 
discussed principles of rate making ap- 
plicable not only to gas utilities but to 
other utilities. 


HE rule that a gas utility is en- 
titled to a fair return on fair value 
and that a large number of factors, 
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including risk (especially in natural 
gas service), must be considered, has 
been reiterated and the factors af- 
fecting valuation and depreciation 
have been further examined.” The 
fact that a gas and oil company’s gas 
production is an exceedingly small por- 
tion of its business in the field, its main 
business being the production of oil, 
does not in any way affect the com- 
pany’s right to a fair net return on its 
investment but it does have material 
bearing upon the problem involved in 
determining a fair and reasonable basis 
in arriving at such net return.*” 

Findings of a commission as to the 
reasonableness of rates have been 
deemed conclusive when supported by 
substantial evidence unless there has 
been some irregularity in the proceed- 
ing or some error in the application of 
the rules of law.** Courts are reluctant 
to interfere with the rates fixed by 
regulatory bodies. Confiscation is the 
usual ground of attack, but the utilities 
bear a heavy burden to show confis- 
cation. 

The distinction between rates which 
are reasonable and rates which are 
merely nonconfiscatory has been em- 
phasized on numerous occasions. The 
view of a Federal court on this ques- 
tion was announced in a case involving 
ordinance rates for natural gas. The 
court criticized a master, whose report 
was disapproved by the court, because 


he had set up a schedule of what he 
considered reasonable rates to be 
charged and then invoked a compari- 
son between the result and the city rate 
to determine whether or not the latter 
was confiscatory. 

This method, it was said, meant the 
substitution of the court’s judgment 
for that of the rate-making body. But 
the court was not to set up a reasonable 
rate; it was to pass upon whether the 
rate ordained by the city council was 
so unreasonably low as to amount to 
confiscation. The court did not regard 
this as “a distinction without a dif- 
ference” because a reasonable rate is a 
variable term depending upon many 
different factors. A rate of return on 
valuation may be reasonable in one in- 
stance and unreasonable in another, or 
differences in purchasing power and 
other economic conditions subject to 
change are illustrations of the variable- 
ness of the term. A rate from a legis- 
lative standpoint may be unreasonably 
low and yet be a reasonable rate from 
a judicial viewpoint. A rate may not 
be confiscatory in its character but still 
it may not be a rate which is fair from 
an economical and commercial sense. 
A rate of return may be sufficient to 
meet the demands of the Constitution 
and at the same time fail to encourage 
and justify the operation of a utility 
business with that degree of service to 
which the public is entitled.” 
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Italy Electrifies Her Rails 


Ao railway electrification program scheduled for com- 
pletion by the end of 1937 has been launched by the Italian government. 
The nation already has well over 4,000 miles of electrified trackage, placing 
Italy, official statistics show, ahead of all other countries in electrified 
mileage. 

Switzerland, iong the world’s leader in railway electrification, has dropped 
to second place with 2,500 miles, while the United States, Italian official 
figures state, has only 2,400 miles of railways run by electric power. 

Complete “liberation” from the use of coal—purchased virtually entirely 
abroad with precious gold from the diminishing stocks in the Bank of Italy 
—is the goal behind the Fascist government’s electrification program. 

Fast streamlined Diesel engines and steam locomotives, however, are also 
being developed because military authorities realize that in the event of war, 
a few well-placed aerial bombs could more easily paralyze an electrified 
railway system, by destroying power plants, than would be the case with 
steam operated railways. 
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The American Electric Utilities 
And the Government 


America has taught Europe much on the technical side of the 

industry. May it not, asks the author, learn something from 

Europe as regards regulation and codperation between the utili- 

ties and authorities as we have in so many other branches of 
the law? 


By A FOREIGN ONLOOKER 


WENTY-five millions of people in 

the U. S. A. are concerned as 

consumers, and several millions 
as investors or employees, in the suc- 
cess of electric power utilities, and the 
allied manufacturing business. Of our 
major industries this is almost the only 
one which has not increased the price 
of its product since the depression ; nor 
has it received government assistance. 
On the contrary it has received severe 
criticism from the government ; the re- 
lations of the two are today unsatis- 
factory. What is the cause? What is 
the cure? 


One reason for the public dislike of 
utilities is fundamental. Human na- 
ture being what it is, it is natural for 
everyone of us to become accustomed 
to, and to accept without thought, the 
commonplace daily blessings of serv- 
ice, but to feel sore at the monthly bill. 
Were the service less uniformly satis- 
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factory its general excellence would 
be more appreciated. 

But there have been more reason- 
able grounds for criticism of the elec- 
tric utilities. The great losses suffered 
by investors, especially in 1929, and 
the unjustifiable profits and complex 
structures and financial transactions of 
some of the holding companies, 
though in the aggregate affecting rates 
to a very trifling amount, made a bad 
and exaggerated impression. They led 
to a somewhat indiscriminating con- 
demnation of electric utilities gener- 
ally. Although the existence of a 
“power trust” is no longer seriously 
believed in, the public, thanks to the 
press, is prone to attribute a “super- 
fluity of naughtiness” to utility man- 
agers. And this encouraged the gov- 
ernment to establish “yardsticks” like 
TVA to enable it, as it was hoped, to 
measure the rate at which power 
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should be sold—often, however, under 
totally different conditions. 


B"™ the underlying cause of the 
critical attitude of regulatory au- 
thorities, both Federal and state, to- 
wards electric utilities, leaving aside 
the political factor, comes from the 
lingering belief, among a large section 
of the public, that the interests of elec- 
tric power consumers and stockholders 
are essentially divergent. Whatever 
the case in other industries, the whole 
trend of experience in the electric 
power supply business both in America 
and in Europe shows them to be in- 
creasingly complementary. 

This arises mainly from the large 
capital investment and comparatively 
small operating (fuel and wages) ex- 
penses of electric utilities compared 
with most other industries, and the in- 
ability to store the product. Once the 
plant is laid down the supply, espe- 
cially if extended over more hours per 
day, can be sold at an increasingly low 
rate. 

Hence the policy of earlier days— 
high dividends on a small investment 
—is gradually giving place to one of 
lower dividends, on a larger capital in- 
vestment. Stability of dividend, more- 
over, is being more aimed at than ex- 
cessive profits. Sales reports are be- 
coming more important to the man- 
agement than stockmarket reports 
and the much abused word “service’’ 
is taken more seriously. Broadly 
speaking, the more an electric utility 
expands, the more stable its returns, 
the less speculative will be its stocks. 


HE consumer, especially in the 
larger utilities, is in fact becom- 
ing more important than the stock- 
holder. But there are obviously limits 
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to this policy. In order to attract the 
new capital ever needed for meeting 
growing demands it is necessary to en- 
sure to the provider of that capital 
either that he will share in the grow- 
ing prosperity of the undertaking or 
that he will have a reasonable certainty 
of a continuation of a fair return on 
his investment. Otherwise the investor 
will either demand a higher price for 
his money, which means retarding the 
reduction of rates to the consumer, or 
he will refuse it altogether, which 
means failure to meet the growing de- 
mands of the consumer altogether. 
The present era of plentiful and cheap 
money must not blind us to the possi- 
bility or certainty of other conditions 
in the future and to the fate of the rail- 
roads in the past. 

The principal issues, nowadays, be- 
tween regulatory authorities and elec- 
tric utilities are not service but rates, 
or questions affecting rates. The great 
bulk of electric utility regulation is, of 
course, done by state not Federal au- 
thorities. Though the relations of 
state commissions and utilities are not 
uniformly satisfactory and result in an 
unnecessarily large expenditure of 
time and money on enquiries, they 
have, as the result of long experience, 
attained a fair measure of workability, 
although most commissions are over- 
worked and underpaid. Utilities and 
commissions may and do fight each 
other but they also, on the whole, un- 
derstand each other. Anyhow, serious 
modifications of this part of the regu- 
latory systems must come, not from 
Washington, but from the various 
states themselves. 


A’ long as power supply systems 
were confined within state boun- 
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Who Shall Take Initiative to End War? 


ai is not satisfactory that one of our leading industries . . . 
should continue at war with the government. A MODUS VIVENDI 
should and can be found, given the will to find it. But the industry, 
in spite of popular belief to the contrary, is not sufficiently united to 
take the initiative. The government ... is in a position to do so.” 





daries the system worked fairly well. 
It was when power systems began to 
expand over two or more states and 
interstate power became a part of in- 
terstate commerce that new regulating 
machinery became necessary. 

The situation became somewhat like 
that which arose in connection with 
railways fifty years ago when the In- 
terstate Commerce Commission was 
created. This body has gradually, ow- 
ing to the growing importance and 
magnitude of interstate traffic, ac- 
quired considerable control over all 
railway rates. 

In those days no alternative to Fed- 
eral control over interstate commerce 
was envisaged. But in the words of 
the Supreme Court, “There are many 
questions affecting several states 
which by no means are matters of na- 
tional concern.” The right of the Fed- 
eral government under the Constitu- 
tion to undertake the control of these 
matters may not be in question. But 
both from a political and an adminis- 
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trative point of view there may be ob- 
jections to further concentrating at an 
already overworked Washington, work 
which there may be an alternative and 
more satisfactory way of performing 
elsewhere. 

Two leading authorities, Messrs. 
Frankfurter and Landis, make the fol- 
lowing statement : 


The solution of the problem has usually 
been conceived in terms of excessive duality. 
Evils calling for legislative redress .. . 
have throughout our history divided men 
into two hostile camps, those seeking relief 
through state action and those appealing 
for national intervention . . . The combined 
legislative powers of Congress and of the 
several states permit a wide range of per- 
mutations and combinations . . . Creative- 
ness is called for to devise a great variety 
of legal alternatives to cope with the diverse 
forms of interstate interests.! 


If, however, interstate power can- 
not be controlled by the separate states 
and is not to be controlled by the Fed- 
eral government, how should it be 
done? 

1 Creativeness is also called for in devising 


combinations of public and private forms of 
ownership, such as Europe has adopted. 
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THE AMERICAN ELECTRIC UTILITIES AND THE GOVERNMENT 


HE Federal Power Act 1935, 

Title II, represents an attempt to 
combine Federal and state action. It 
also recognizes to some extent the need 
for decentralization and provides for 
the delimitation of power areas and 
the creation of regional joint boards. 
This is good so far as it goes, but study 
of the act raises doubts as to whether 
the decentralization is not more appar- 
ent than real and whether in practice it 
will be effective and release Washing- 
ton of much work or much responsi- 
bility. The creation of the joint re- 
gional boards is permissive, not obli- 
gatory, and the Federal Power Com- 
mission will apparently still exercise 
considerable control over them. Decen- 
tralization would be more effective if 
the boards were given greater inde- 
pendence and responsibility ; in fact if 
the bulk of the powers conferred by 
the act on the Federal Trade Commis- 
sion were transferred to them. 

It is doubtful also how far their 
Constitution allows them to be “pro- 
motional” and developing bodies. 

It is not clear from the act whether 
they were intended to be composed ex- 
clusively of state commissioners or 
persons with similar experience. In so 
far as they are concerned with the 
regulation of rates of interstate power 
such a composition would be satisfac- 
tory. But the act places on the com- 
mission not only the power to regulate 
but also very specific duties to “pro- 
mote and encourage” the further inte- 
gration of electric systems and to com- 
pel physical interconnection. The 
efficient discharge of these complicated 
duties involves different qualities and 
experience from those usually pos- 
sessed even by the best of state com- 
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missioners, even if they had the time 
to do this work in addition to their 
multifarious intrastate duties. These 
already are so numerous and growing 
as to be difficult to discharge.” Com- 
plaints of overwork are frequent from 
state commissions themselves. 


[’ seems likely also that some of the 
provisions of the act may lead to 
overlapping with other authorities and 
hence more work. It must be assumed, 
therefore, that the initiative for ex- 
panding the development and integra- 
tion of electric systems is expected still 
to come from the utilities themselves. 
But other parts of the act, especially 
that dealing with holding companies, 
however necessary, must. tend inevi- 
tably to restrict the initiative hitherto 
shown by the utilities. It looks to any- 
one acquainted with the industry as if 
the act instead of accelerating will slow 
down integration. And this is the last 
thing the government wants in the 
present state of employment. 

There are several ways in which the 
joint boards could be made more 
efficient in promoting and developing 
the expansion and integration of sys- 
tems along the lines of recent experi- 
ence in various European countries. 

It is not satisfactory that one of our 
leading industries and one affecting the 
daily lives of so many people and with 
such great opportunity for further de- 
velopment should continue at war with 
the government. A modus vivendi 
should and can be found, given the will 
to find it. But the industry, in spite of 
popular belief to the contrary, is not 


2 At a recent conference one state commis- 
sioner said his commission might, under the 
act, be concerned with sixty-one regional 
boards apart from its intrastate duties. 
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sufficiently united to take the initiative. 
The government, especially since its 
sweeping victory, is in a position to do 
so. The moment is _ opportune. 
Whether as the result of a change of 
heart or the better “moral climate” of 
America or a shrewd reading of the 
signs of the times, there is especially 
since 1928 a new spirit beginning to 
permeate the leaders of the industry, 
though there are still plenty of reac- 
tionaries. The government should en- 
courage this new spirit, not crush it. 


| iy a great modern democracy “gov- 
ernment by consent of the gov- 
erned” is difficult to attain in detail 
without injury to minorities. But 
more codperation between govern- 
ments and individual industries would 
remove some of the hardships. More 
and more regulation will not achieve 
the desired results, still less competi- 
tion and other forms of attack. In 
Europe the trend rather is towards 
more cooperation between regulators 
and regulated. Both competition and 
harsh regulation have been tried out 
and given up. 

The people of America are happily 
placed, compared with Europe, as re- 
gards actual wars. Is it on that account 
that their industrial and political con- 
flicts are so much more fierce than 
those in Europe? Controversy over 
utility regulation in America assumes 
a magnitude and ferocity unknown on 
the other side of the Atlantic. It looms 
much in the press, and in the past year 
or two, over 300 books and publications 
on the subject have appeared—prob- 
ably ten times as many as in England, 
France, and Germany put together. 


The cost of regulation, valuations, 
appraisals, litigation, and propaganda 
on both sides must cost well over $100,- 
000,000 per year, or an equivalent of 
£4 or an average of 123 per cent on the 
electric power bills of the country, all 
of which incidentally has ultimately to 
be paid for by the consumer. The total 
cost of regulating the 600 electrical 
utilities in Great Britain, having an 
output.one-fifth of that of the United 
States, is well under £200,000, while 
the expenditure on litigation and 
propaganda is negligible. Much the 
same applies in both France and Ger- 
many. 


T HE writer has recently visited and 
studied the methods of regulating 
electric utilities in several of the 
Western European countries. All have 
a certain amount of public ownership 
and private ownership, and some have 
very interesting combinations of the 
two. All have had bitter fights on the 
subject and have settled down to dif- 
ferent forms of relationship which are 
satisfactory to the consumer, to the 
stockholder, and to the taxpayer. 

America has taught Europe much 
on the technical side of the industry. 
May it not learn something from Eu- 
rope as regards regulation and cooper- 
ation between utilities and authorities 
as we have in so many other branches 
of the law? 

But no superficial examination of 
European conditions is of use. To be 
of any value, a thorough study is 
needed by persons acquainted with the 
language, the conditions, and the prac- 
tical side of utility operations in all the 
countries concerned, on the spot. 
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Keeping Up with 
Uncle Sam 


By FRANCIS X. WELCH 


ITH the reluctant signing by Presi- 

dent Roosevelt of the so-called 
Sugar bill and the increasing internation- 
al disturbances, the chances of a special 
session seem at the moment to be dimin- 
ishing. But they are by no means hope- 
less. There still remains the stubborn fact 
that Congress can hardly be expected to 
digest even more than half of the Presi- 
dent’s prospective “must” list in the 
regular session of 1938, which will be 
necessarily curtailed by the election year. 


Therefore, unless Mr. Roosevelt wants 
to run the risk of going down in history 
as the President who marched up the hill 
and then marched down again, ordinary 
prudence would dictate a special session 
in order to give the boys on Capitol Hill 
an early start with their legislative chores. 
Against this, there is the State Depart- 
ment (which has always had its own way 
in its own field so far in the Roosevelt 
regime) pleading with the President to 
keep Congress out of the Washington 
picture until the situation abroad calms 
down. At present writing it is doing any- 
thing but calming down. 

Maybe, if the pre-Christmas season 
brings what looks like at least a breathing 
spell of peace on earth to men of good 
will, the President will decide on a late 
special session compromise—just enough 
of an early start, in other words, to get 
the committees’ work well under way by 
the time the regular session opens up in 
January. Otherwise it looks, at present, 
as though the President will depend on 
the issue of personal loyalty to the Presi- 
dent during an election year to get the 
bulk of his program through the Con- 
gress. If so, he will be disregarding, for 
reasons which no doubt appear sufficient 
to him, the historical experience of Presi- 





dent Wilson, who made loyalty to White 
House leadership an issue in the cam- 
paign of 1918 and didn’t do very well 
with it. 

Assuming, therefore, that we shall have 
no special session, or at least a very short 
one, before next January, the recent 
views unofficially expressed by Senate 
Majority Leader Barkley should be of 
special interest to those concerned with 
utility industries. In one sentence, Sena- 
tor Barkley definitely promised congres- 
sional action on wage and hour legisla- 
tion, a farm program, and the bill to re- 
organize administration agencies. In the 
next sentence, he hesitantly observed that 
the Norris-Mansfield bills to set up re- 
gional flood-power authorities a la TVA 
were very important and therefore would 
require considerable study. If the next 
session is anything at all like the last one, 
that probably means no final action on 
these bills until 1939 at the earliest. 

Both Senator Barkley and House 
Floor Leader Rayburn, incidentally, 
agree that the next session will be a short 
but a merry one, for obvious reasons. To 
the critical observer this also would indi- 
cate that the “must” list at the next ses- 
sion, whenever that is, will be stripped 
to an irreducible minimum to prevent the 
members from jumping the traces and 
running out on the whole program as they 
virtually did last month. 


NDER the heading of a now-it-can- 

be-told item, is the story current 
along Pennsylvania Avenue to the effect 
that it was President Roosevelt in person 
who led the successful fight against the 
proposed compact between certain New 
England states on the subject of flood 
control and incidental power features. 


413 SEPT. 30, 1937 





PUBLIC UTILITIES FORTNIGHTLY 


The story is said to come from high offi- 
cials including certain Army Engineers 
who are still quite perturbed about the 
whole matter. 

It seems that the New England com- 
pact was all set to go through without a 
hitch in sight. The Army Engineers had 
approved. New England Democrats had 
Governor Hurley of Massachusetts and 
Governor Cross of Connecticut solidly 
behind it. Even the President was pleas- 
antly disposed to approve what he 
thought was a laudable self-liquidating 
flood control agreement between self- 
supporting states. 

But one morning when it seemed as if 
the skids were all greased, the President 
received a phone call. Some say it was 
from Senator La Follette (Prog. of 
Wis.) and some say it was from Chair- 
man McNinch of the Federal Power 
Commission (aided and abetted by the 
commission’s alert general counsel, Os- 
wald Ryan). In any event, the gist of the 
message was that if the states themselves 
construct dams at power sites, the Federal 
government might as well kiss good-bye 
to any chance it might have of putting 
through a national planning program for 
public production or control of electricity. 

Whether this was an exaggeration or 
otherwise, President Roosevelt was first 
appalled. Then he swung into action. He 
forthwith ordered the FPC to block 
further action on the compact in Con- 
gress. This was easy. A letter from 
Chairman McNinch effectively torpedoed 
the smooth sailing passage of the com- 
pact for the session. 

But that wasn’t all. There remained 
the problem of keeping it bottled up even 
after Congress meets again, and with the 
Army Engineers in favor of it, Congress 
would begin to ask questions. With astute 
diplomacy, however, the President, it is 
said, overcame this obstacle by putting 
enough pressure on the Army Engineers 
to make them reverse themselves. 

Coincidentally, about that time Major 
General Edward M. Markham, chief of 
the Army Engineers, made a friendly 
call at the White House. Seems that his 
term expires October 17, 1937. How- 
ever, he will not be reappointed. 
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uT if some Army Engineers felt a 
bit peeved, imagine how Governor 
Hurley of Massachusetts feels about his 
general relations with Washington. It 
was only a week after the New England 
compact was blocked that REA Chief 
Carmody gave the Massachusetts com- 
mission (which has long been held up as 
a paragon of conservative, stringent 
regulation ) a bristling dressing down for 
daring to question the economic sound- 
ness of a rural electrification codperative 
(known as the Tri County project). 
Some of the more hot-headed Hiber- 
nians in the Massachusetts Democratic 
machine were at first inclined to add two 
and two together and conclude that the 
New Deal had declared war on Governor 
Hurley all along the line. But when upon 
examination it was found that REA 
Chief Carmody is more or less in the 
habit of sending forthright letters like 
that to all local authorities whenever they 
cross his path, cooler counsel prevailed 
and open party rebellion was squelched. 


NCIDENTALLY, Federal REA, as well 

as the ICC, FCC, FPC, and SEC, 
found it advisable to be represented at 
the recent convention of the state utility 
commissioners at Salt Lake City. Two 
announcements by Federal regulatory 
commissioners at that meeting were care- 
fully noted by Washington observers. 
First was the 3-point speech by SEC 
member Healy in which he (1) admitted 
that electrical industry indebtedness 
would have to increase in order to take 
care of anticipated demands; (2) con- 
ceded that the SEC could “reserve judg- 
ment” for the present on competitive 
bidding on utility security underwriting ; 
(3) contended that the “death sentence” 
in the Holding Company Act wouldn’t 
be so hard to take after all. 

The second announcement passed with 
scant press notice. It is FCC member 
Paul Walker’s statement that his com- 
mission would be ready to report on the 
special telephone investigation in time 
for the next session of Congress. This 
was hardly a surprise, but it was the first 
authoritative word on the subject in re- 
cent weeks. 
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Financial News 


and 
Comment 


By OWEN ELY 


Corrective Reaction or 


Bear Market? 


HE sharp decline in the stock mar- 

ket, following the short-lived July 
rally, has (as always) caused a wave of 
despondency in Wall Street. While the 
indigo gloom would doubtless be dis- 
pelled by a few days’ rally, some careful 
observers now raise the question whether 
we may have been in a bear market since 
last March or November, without realiz- 
ing it. Has the market been discounting 
an inevitable downturn in business by six 
to nine months? Has the rise in certain 
business indexes to within a few points 
of the 1929 high been due merely to the 
unusual backlog of orders accumulated 
early this year as the result of inflation 
fears? And if business is now turning the 
corner downward, how far will the de- 
cline go? 

It is the suddenness of the drop—un- 
equalled in over four years—which 
astounded the Street. The decline not 
only cancelled the previous six weeks’ 
rally in industrials and utilities, but car- 
ried the general averages almost to last 
year’s lowest levels. Rails, whose action 
is closely watched by followers of the 
Dow theory, crashed decisively through 
their June lows, setting a bear market 
signal for most followers of that his- 
toric (but outmoded) theory. Also, the 
averages did not tell the whole story, for 
many low-priced issues have already 
dropped more than one-half from the 
year’s high, and many stocks lost one- 
fifth in a single day’s trading. Most of 
this happened, moreover, in a period 
traditionally the most favored of the year 
marketwise—August 10th to Labor Day 
—which heretofore has almost invariably 
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showed gains, due to expectations of nor- 
mal autumn business improvement. 

Successive war scares have doubtless 
sapped investors’ morale, and also 
brought some forced selling from abroad. 
British insurance companies are said to 
have sold because of Shanghai losses. 
Nevertheless, the London market has re- 
mained comparatively calm, and domestic 
disappointment over business trends, 
therefore, seems to have been the major 
factor. 

In some cases there has been a ten- 
dency to blame much of the debacle on 
the new margin and trading rules. Pos- 
sibly half to two-thirds of all margin ac- 
counts are now said to be “frozen” —1. é., 
the actual margin is somewhere between 
the government requirement of 55 per 
cent and the Stock Exchange minimum of 
22 per cent of value. Such accounts have 
no buying power; customers cannot 
“average down” on their commitments. 
Thus there is no automatic offset to the 
forced selling from accounts which are 
at or below the 22 per cent level (or 
such minimum as the individual house 
may require, between 22 per cent and 
55 per cent). However, proponents of 
the SEC claim that margin accounts are 
no longer a vital part of the trading ma- 
chinery and that there should be enough 
cash buying power to maintain a stable 
market. 


EGARDING trading rules and the pro- 
fessional floor traders, it seems 
evident that while potential bearish 
activities of this group have been greatly 
retarded by the Stock Exchange's own 
rulings, the trading methods prescribed 
by the SEC have also put rather an 
effective damper upon their quick-turn 
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buying activities. It would seem that 
more harm than good has resulted from 
the new trading regime. The warning 
regarding thin markets, issued by Presi- 
dent Gay of the Exchange only a few 
weeks ago, seems particularly pertinent, 
although no comment has been forthcom- 
ing in SEC quarters, other than Mr. 
Landis’ remarks about odd lots as a 
“cushion.” 

Regardless of the market’s internal 
mechanism, however, the failure of in- 
stitutions and bargain hunters (other 
than odd lot buyers) to place substantial 
bids even after a sudden 20 per cent to 
30 per cent drop in values, indicates real 
fears regarding the business trend. Are 
these justified? There is no doubt that 
the rapid gains enjoyed by the heavy in- 
dustries—which have pushed some of 
our leading business indexes to levels 
close to those of 1929—have tended to 
obscure more fundamental statistics of a 
less favorable character. For example, 
department store sales, after allowance 
for price advances, averaged about 4 per 
cent below last year during June-July, 
while chain store sales for August made 
a dismal showing—aggravated perhaps 
by the torrid weather. In view of the 
heavy wholesale purchases made in the 
spring under the spur of renewed infla- 
tion fears, there must be burdensome in- 
ventories somewhere in the wholesale- 
retail-consumer complex. Auto sales 
have made a somewhat better showing, 
and the July decline from last year may 
well be attributed to the soldiers’ bonus 
last year. The building industry, while 
showing gains, has proved disappointing. 

It seems unlikely that this mild con- 
sumers’ strike will seriously undermine 
business, however. Past experience has 
indicated that if the prices of clothing, 
furniture, etc., are reduced, the public 
will again buy. Consumer purchasing 
power, particularly in the farm sections, 
should be well above last year’s level. 

A more serious factor may be the 
fact that industry is now “on its own” ; 

riming the pump has largely ceased. 
ederal expenditures for construction 
and engineering activities have been run- 
ning recently at an annual rate nearly 
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$1,000,000,000 under last year. Bank de- 
posits have been steadily declining during 
1937. While the government deficit has 
continued to gain, its inflationary effects 
have been lost because Treasury paper 
has been bought largely by institutions 
out of savings funds, rather than by com- 
mercial banks from created deposits. 
While, therefore, we have had the ap- 
pearance of inflation, the substance has 
been lacking. 


HE current stock market decline, 

together with some other unfavor- 
able factors such as the pending railway 
wage increase, has doubtless put a damp- 
er on incoming orders for the heavy 
industries, particularly the machinery 
and equipment companies. Their back- 
logs are still large in many cases, and un- 
less investors’ discouragement is allowed 
to proceed unchecked and impair busi- 
ness confidence, they should serve to 
bridge any temporary cessation of new 
orders. The continued rise in commer- 
cial loans is an encouraging factor, since 
Wall Street thus far has done little to 
raise new funds for industry, and its 
present “jitters” seem likely to defer new 
financing. 

Any gesture by the administration, in- 
dicating a lull in its war against “the 
interests,” would be helpful. The Treas- 
ury and the Federal Reserve also have 
at their disposal a wide variety of me- 
chanical devices which might be used to 
hearten Wall Street. However, the first 
actual resort to such moves—desteriliza- 
tion of $300,000,000 gold—has had little 
effect. 

We have never had a major bear mar- 
ket—certainly none of the type of 1929- 
32—without the accompaniment of high 
money rates. Even admitting that the 
present bank machinery is artificially 
geared to Treasury policies, concerned 
mainly with financing the Federal deficit, 
the bank system as a whole would still 
permit enormous expansion of credit. 
Savings banks and insurance companies 
have a plethora of funds. The building 
industry remains far below normal, if the 
1924-26 level be considered normal. 
There is still a vast amount of obso- 
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lescence in industrial plants, a great 
amount of repairing and painting, a 
large number of power installations to 
be completed. With the Wagner Bill en- 
acted, a great program of slum removal 
and housing reconstruction lies ahead of 
us. Our program of national rehabilita- 
tion has hardly gotten under way as yet. 
Therefore, while the present readjust- 
ment in business and the security markets 
may run for a few months longer, it 
seems almost inevitable that the business 
tide will swing upward again. 

Utility companies’ finance programs 
must doubtless be adjusted to Wall 
Street exigencies. However, there seems 
no good reason to delay the considera- 
tion of plans for system remodeling and 
bond refunding, for use at the opportune 
time. 


¥ 


New England Public Service 
Company 
 p-- New England Public Service 


system, formerly controlled by Na- 
tional Electric Power Company of the 
Insull empire, has been managed for 
about four years by a group of New Eng- 
land capitalists and business men, headed 
by Walter S. Wyman, now president of 
the company. This conservative group, 
with the aid of improved conditions in 
New England, is gradually rehabilitating 
the system’s financial position. 

New England Public Service is a hold- 
ing company (registered under the Pub- 
lic Utility Act) controlling a group of 
New England utility companies and a 
separate group of industrial companies. 
The principal utility subsidiaries (the 
common stock of which is practically all 
owned) are Central Maine Power Com- 
pany, Central Vermont Public Service 
Corporation, Cumberland County Power 
& Light Co., Public Service Co. of New 
Hampshire, and Twin State Gas & Elec- 
tric Company (controlled through Na- 
tional Light, Heat & Power Company). 
The company owns all the common stock 
of New England Industries, Inc., which 
has the following interests : 
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Textile Mills 
Androscoggin Mills 87.11% 
Bates Manufacturing Company.. 68.48% 
Edwards Manufacturing 
Company 
Hill Manufacturing Company... 
York Manufacturing Company. . 
Paper Company 
Maine Seaboard Paper Company. 100.00% 


Utility subsidiaries have a total generat- 
ing capacity of over 294,000 kilowatts, of 
which over 67 per cent is hydroelectric ; 
the potential capacity of undeveloped 
water power sites is estimated at several 
times that of existing stations. Electric- 
ity, which accounts for about 91 per cent 
of the gross revenues, is served to some 
700 communities with a population of 
approximately 1,000,000 in the states of 
Maine, New Hampshire, Vermont, New 
York, and in Canada. 

Due to the fact that the parent com- 
pany does not publish consolidated sys- 
tem balance sheet and income statements, 
investors are perhaps not well acquainted 
with the situation. Utility subsidiaries 
as of December 31, 1936, had funded 
debt of $73,268,100 and preferred stocks 
of $43,118,284. New England Indus- 
tries, Inc., had no funded debt (other 
than notes due the parent company) but 
had $11,330,030 preferred stocks out- 
standing. New England Public Service 
itself has no funded debt but its capitali- 
zation includes six different series of 
preferred stocks—two prior liens pre- 
ferred, two “plain” second preferreds, 
and negligible amounts of the two other 
classes. There are 963,991 shares of 
common stock. In 1935-36 parent com- 
pany equities were as follows: 


1936 1935 
$1,327,490 $1,124,453 
512,496 145,256 


Net income of utility 
subsidiaries 

Industrial companies— 
equity in earnings.. 

Holding company ex- 
penditures, less mis- 
cellaneous income . . 


144,787 208,379 





System equity for 
fh eS ee Fh 
Amounts per share 
Combined prior pre- 
ferred stocks 
Combined plain pre- 
ferred stocks 
Common stock 


$1,061,330 


$5.90 


D 92 
D1.18 
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HE above figures do not reflect the 

full extent of improvement in 1936, 
since flood losses resulted in heavy addi- 
tional costs. Excluding flood losses, about 
$11.74 per share would have been re- 
ported on the prior preferred stocks and 
$6.04 on the plain preferred. It should 
also be noted that the company did not 
take advantage of estimated savings in 
Federal income taxes resulting from re- 
financing during the year, but set up 
special deductions and reserves to offset 
these savings. 

Reflecting last year’s abnormal costs 
and this year’s gains, earnings for the 
first half of 1937 are estimated at the 
annual rate of about $20 a share on the 
prior preferred stocks and $15.60 on the 
plain preferred stocks. 

Dividend arrears on the prior and plain 
$7 preferred stocks now amount to about 
$38 per share, and on the two $6 stocks 
about $33. Total dividend arrears at the 
end of 1936 aggregated over $10,000,000 
and it is probable that these will be taken 
care of through recapitalization, although 
no definite decision has been announced 
by the management. Twin States Gas & 
Electric has large bank loans, but these 
result from a temporary refunding plan. 
Both Twin States Gas and National 
Light, Heat & Power Company will 
eventually be dissolved. It is proposed to 
sell the former’s Vermont properties to 
the Central Vermont Public Service 
Corporation and the New Hampshire 
properties to Public Service Company of 
New Hampshire. 

While figures are not available on the 
industrial group of companies, the tex- 
tile and newsprint companies probably 
showed gains in the first half, and news- 
print prices for 1938 have been substan- 
tially advanced. The following is 
quoted from the 1936 report: 


Your attention is particularly called to 
the successful efforts of Amoskeag In- 
dustries, Inc., in which Public Service Com- 
pany of New Hampshire has a substantial 
interest, in securing industries which are 
making use of a considerable part of the 
oa formerly owned by Amoskeag 
Manufacturing Company. 


The maintenance and depreciation 
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policy of the utility subsidiaries—8 per 
cent of gross for depreciation and 7 per 
cent for maintenance—appears to be 
about in line with the industry as a whole. 
According to Standard Statistics, “there 
are no rate problems and the Federal 
project at Passamaquoddy constitutes 
only a remote threat.” 

While it is difficult to appraise the 
position of the company’s securities 
pending recapitalization, the prior pre- 
ferred stocks, representing the senior 
issues of the holding company, would 
seem to have interesting possibilities 
marketwise at their present low over- 
counter quotations. However, due allow- 
ance must be made for the unusual pros- 
perity of the textile industry during the 
past year and the possibility that indus- 
trial activity in the New England section 
may show some recession in the coming 
year. 


¥ 
A New Peak in Power Output 


LECTRIC power output in the United 
States for the week ended Septem- 
ber 4th set a new all-time record of 2,- 
320,982,000 kilowatt hours. The two 
weeks ended August 21st had also estab- 
lished records, so that the month of 
August scored the largest total in the in- 
dustry’s history. While commercial and 
industrial consumers continued to make 
large demands, the consistently hot weath- 
er greatly stimulated domestic use. In 
addition to the large amount of air-con- 
ditioning work this year—much of which 
consumes electrical current—55 per cent 
of utility customers now use mechanical 
refrigeration, compared with only 40 per 
cent twelve months ago. 


¥ 


International Telephone Net 
Gains Sharply despite Wars 


NTERNATIONAL Telephone & Tele- 
graph Corporation, despite unsettled 
conditions abroad, reports earnings of 
67 cents a share for the first half of 1937 
compared with 26 cents a share in the 
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same period in 1936. The report excludes 
the Spanish properties. Income from 
Shanghai subsidiaries was included, but 
this amounted to only about 6 per cent 
of the current net income. Due to the 
ample reserves set up for exchange 
losses, the company was able to charge 
recent losses due to the decline in the 
franc to such reserves. President Behn 
reported that Spanish losses would be re- 
covered in due course, in his opinion, by 
reimbursement from the government, 
while the Chinese plant had not been 
materially damaged. 

International Telephone’s foreign fi- 
nancing is now largely completed. The 
open account of about $36,000,000 in the 
Argentine subsidiary (United River 
Plate Telephone Company) and about 
$2,500,000 other debt and preferred 
stock of that company are being replaced 
by $30,000,000 debentures and $9,000,- 
000 preference shares (issued in ster- 
ling). Substantially all of the new issues 
will eventually go to private investors. 
International Telephone’s interest on its 
loans to the company will thus be elimi- 
nated and a prior charge of about $2,000,- 
000 a year will be established ahead of 
any common dividends for I.T.&T. 
However, the cash received by the 
parent company will enable it to pay off 
nearly $15,000,000 of its present bank 
loans (leaving $6,000,000) ; and its $37,- 
661,000 debentures due January 1, 1939, 
will probably be reduced to about $20,- 
000,000. 


Despite the probability that nearly 
half of the 44s of 1939 may be called at 
1024 some time in the next few months, 
the bonds are currently selling around 
85 (which price, however, is about 23 
points above the 44s of 1952). If current 
depressed bond prices continue, the com- 
pany may therefore find it possible to 
purchase a substantial amount of the 
bonds in the open market, at levels well 
under the call price. A single day’s large 
transactions in this issue, amounting to 
104 bonds, would seem to point to such 
a policy. 

International Telephone’s expansion 
opportunities in the foreign field are in- 
dicated by the fact that South America 
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has less than one phone for every one 
hundred persons, and Europe only about 
2}, compared with nearly fourteen in this 
country. The average for countries in 
which the International system operates 
is only .84. From 1921 to 1929 the num- 
ber of foreign telephones increased 78 
per cent, against 45 per cent in the United 
States; and growth abroad continued 
steadily through the depression. There 
was a net gain of 32 per cent during 
1929-36, while the United States is only 
now regaining its depression losses. 
During the entire period 1921-36 the 
United States gained 31 per cent, South 
America 147 per cent, and the rest of 
the world 133 per cent. 


* 


Credit Overextended on 
Appliance Sales? 


ECENT indications that the total 
R volume of instalment paper in the 
United States is well in excess of 1929 
levels has caused some feeling that the 
rules governing credit sales should be 
“tightened up,” even though finance com- 
panies came through the depression with 
flying colors and net losses have prob- 
ably averaged under one per cent. It has 
been estimated that about $800,000,000 
—of a round billion dollars total sales of 
electric appliances in 1936—represented 
goods sold on credit. Hence the utility 
industry is vitally concerned in the prob- 
lem of readjusting the rules of the in- 
stalment game. 

According to The New York Times, 
it was decided following a meeting of 
representatives of the National Retail 
Dry Goods Association and the National 
Association of Sales Finance Companies 
in Chicago, to include the utility com- 
panies in pending efforts to reduce the 
period of time allowed credit purchases 
of electric appliances. A committee will 
be formed on which the utility companies 
will be asked to serve. Both the banks 
and the finance companies have already 
been active in a “drive” to reduce matu- 
rity dates and obtain larger down pay- 
ments in the automotive and other in- 
stalment industries. 
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Executives in the department store 
field and elsewhere are, it is said, some- 
what concerned about the long period 
now allowed to complete payments. Ap- 
pliance producers have already agreed, 
in general, to reduce the period to thirty 
months but a further reduction to two 
years is considered desirable. Even this 
length of time is one-third longer than 
the 18-month period for automobile 
paper which is now considered desirable 
for that industry. 


|B pcsrtonce store and other retail 
executives have to compete with 
excessively liberal terms granted in cer- 
tain territories by local utility com- 
panies, it is claimed. In some cases three 
to four years are allowed, while one up- 
state New York company allows five 
years. The utility companies are said to 
have an unfair advantage in that they are 
mainly interested in building their load, 
and any credit losses on appliances can 
be charged to the company as a whole. 
There is reported to be some sentiment 
in the retail field in favor of seeking 
legislative control of the sale of appli- 
ances by the utility companies. 

On the other hand, the feeling is said 
to prevail in some utility quarters that 
the average department store was back- 
ward (at least until recent years) in pro- 
moting sale of electrical products, and 
that utilities must usually do the bulk of 
the pioneering work in introducing the 
goods to the consumer. With much of 
this pioneering now accomplished, how- 
ever, retail stores are said to be increas- 
ing their share of the business through 
various promotional plans. 

It would seem desirable for the utility 
industry to codperate as far as possible 
with the various retail organizations in- 
terested in the sale of electric appliances. 
While the utilities have an advantage in 
extending credits, in that customers can 
be billed along with their regular service 
charge, they should also encourage sales 
by the retail stores, for every sale from 
whatever source may mean additional 
current. It would, therefore, seem de- 
sirable, through the Edison Electric In- 
stitute or other organizations, to try to 
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set higher standards for the utility in- 
dustry with respect to time payments and 
credit allowances, so as to bring them 
more in line with the best banking prac- 
tice and avoid any implications of unfair 
competition which might invite legislative 
action against the utilities. Money spent 
on excessive sales risks, to build up the 
load, might better be used for increased 
advertising or display. Moreover, with 
many companies’ electric outputs ap- 
proaching a practical limit of present 
plant facilities, there should be less incen- 
tive to stimulate sales on overliberal 
terms. 


¥ 


Corporate Notes 


oLUMBIA Gas & Electric Corpora- 
C tion has decided to register with 
the Securities and Exchange Commis- 
sion. The company has requested an in- 
formal ruling on possible application of 
the “death sentence” to its system set- 
up. The management has been attempt- 
ing to simplify corporate structure in re- 
cent months, by eliminating subholding 
companies and consolidating operating 
subsidiaries. Subsidiaries’ refunding 
operations have been largely completed, 
but the parent company is reported 
anxious to refinance $104,000,000 deben- 
ture 5s as well as the several issues of 
preferred stock. 

New York State Electric & Gas Cor- 
poration, affiliated with the Associated 
Gas System, has inaugurated a campaign 
to sell preferred stock to its customers 
—said to be the first such campaign in 
many years. For the purpose of financ- 
ing a construction program to include 
rural line extensions, an offering of 
100,000 shares of $1.25 cumulative pre- 
ferred stock is being made at $25 a share. 
The offering is limited entirely to resi- 
dents of New York state (thus registra- 
tion with the SEC is avoided) and is 
being undertaken without banking aid. 

Third Avenue Railway Company has 
discontinued interest payments on the 5 
per cent adjustment bonds, due to higher 
costs. For several years the company 
had been paying one-half the coupon rate. 
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What Others Think 





State Commissioners Approve 
Taxation for Regulation 


Avec the various committee reports 
submitted at the recent annual con- 
vention of the NARUC at Salt Lake City 
was the report of the “Committee on 
Progress in Public Utility Regulation.” 
The committee was headed by Dr. Paul 
J. Raver, executive director of the IIli- 
nois Commerce Commission, and the 
well-prepared report gave unmistakable 
evidence of the careful research which 
we have come to expect from Dr. Raver. 
He was undoubtedly assisted consider- 
ably by other members of his committee 
which included Commissioners R. J. 
Benjamin, of Washington, Richard M. 
Bissell, Jr., of Connecticut, Thomas C. 
Buchanan, of Pennsylvania, Daniel De 
Brier, of New Jersey, P. A. Frye, of 
Louisiana, Leon Jourolman, of Tennes- 
see, and Fred S. Hunt, of Wisconsin. 
The report was devoted to a review of 
the usage of utility taxation to support 
regulation as practiced in the various 
states, and resulted in the convention ap- 
proving the following resolution : 
Wuereas, the Committee on Progress in 
Public Utility Regulation in its report 
to this association recommends uniform 
statutory provisions for assessment of the 
costs of regulation, in whole or in part, 
upon public utilities ; and 
WuereAs, this association believes that 
uniform laws on this subject are in the 
public interest and, if properly drafted and 
administered, will strengthen public utility 
regulation by providing more adequate fi- 
nancial support of state commissions ; 
REsotvep, that this association recom- 
mends to the state commissions represented 
in its membership such action as will pro- 
mote the enactment of appropriate statutes 
providing for such assessment of such costs, 
where satisfactory laws are not now in 
force. 


The committee. report first reviewed the 
present extension of financing state com- 
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mission regulation by means of assess- 
ments on utilities. It stated on this point : 


Present methods of financing range all the 
way from 100 per cent financial support by 
general taxpayers through legislative ap- 
propriations to 100 per cent support by as- 
sessments against the utility companies 
pursuant to statutes. Furthermore, a variety 
of types of the cost assessment method is 
employed, such as specified gross revenue 
fees, special and remainder assessments, and 
pro-rata assessment of a given total amount. 
In short, nonuniformity is the one outstand- 
ing characteristic of current methods. 

To this diversification of methods of fi- 
nancing state public utility commissions, and 
to the lack of united support of a uniform 
and proper method, must be attributed 
much of the inability of the commissions to 
obtain adequate funds. Thirty-five commis- 
sions reported to your committee that in 
their last completed fiscal period they spent 
only $8,027,180 in the regulation of public 
utilities, This is an average yearly expendi- 
ture of only $229,300 for the 35 commis- 
sions. If the expenditures of the 4 largest 
commissions —- New York, Pennsylvania, 
California, and Illinois—are excluded from 
the total, the expenditures of the remain- 
ing 31 commissions amounted to only $4,- 
380,145.78, or $141,300 yearly per commis- 
sion. 

Twenty-six of the 35 commissions sub- 
mitted data in a form which we could use 
readily on revenues and fixed capital invest- 
ments of companies under their jurisdiction. 
These commissions spent $7,493,865 in their 
last completed fiscal year, as compared with 
annual intrastate revenues of just the so- 
called local utilities under their jurisdiction 
of $3,617,238,815. In other words these com- 
mission expenditures were only 20.7 cents 
for each $100 of the revenues of just part 

of the companies under their jurisdiction. 
Of course, regulatory funds are even more 
insignificant when compared with the fixed 
capital investments of these companies 
amounting to several times their annual 
revenues. 


HESE relatively modest expenditures 
for regulation were contrasted in 
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the report with approximately $60,000,- 
000 in utility rate reductions made during 
the year 1935 for which the state com- 
missioners’ committee claimed credit in 
that year. 

As to the nonuniformity of methods 
for financing commission expenditures, 
the report found that out of 35 state com- 
missions reporting to it, 7 received 100 
per cent of their expenditures through 
assessments on utility companies regu- 
lated, 5 received from 75 to 99 per cent 
of their income in that manner; 5 re- 
ceived from 50 to 74 per cent; 8 from 
24 to 49 per cent; 2 from 1 to 24 per 
cent, and 8 none at all. 

Tabulating in dollars the extent to 
which the utility companies were assessed 
for support of the 35 commissions, the 
committee obtained the result outlined 
below. 


ie another tabulation, the report found 
that 65.9 per cent of the funds of the 
35 commissions was obtained in the first 
instance by legislative appropriation out 
of general tax revenues, although the 
contribution of the taxpayers was later 
reduced to 54 per cent by reason of fees 
or assessments paid by utilities back into 
the general fund. In 29 of the 35 states, 
legislative appropriations were obtained 
originally from the general revenues of 
the state. 

The question that naturally arises in 
considering this subject is: Who should 


pay the cost of public utility regulation? 
Obviously the decision is narrowed to a 
choice between general taxpayers and 
customers or investors of public utilities 
or to some combination of these sources. 
Of 22 commissions replying to the com- 
mittee’s inquiry as to whether they ap- 
proved of utility assessments in princi- 
ple, 16 answered “yes,” 5 answered 
“no,” and one a qualified “no.” 

But there is, of course, the question of 
distinguishing between special and gen- 
eral assessments, and probably the more 
difficult question of distinguishing be- 
tween different groups of utilities in 
making regulatory assessments. It was 
upon the latter distinction that the U. S. 
Supreme Court insisted in Great North- 
ern R. Co. vw Washington (1937) 
300 U. S. 154, 17 P.U.R. (N.S.) 475, 
wherein the court held that the state must 
assume the burden of showing that sums 
exacted from one utility group, such as 
railroads, “do not exceed what is rea- 
sonably needed for the service rendered.” 


L; was in that same Great Northern 
Railway Case, however, that the U. S. 
Supreme Court approved the principle of 
assessing upon utilities the cost of regu- 
lation. The committee stated : 

Further with respect to this point we 
should like to refer to Pennsylvania’s new 
cost assessment statute, which was adopted 
subsequent to this Supreme Court decision 
and was designed to meet the “group” prin- 
ciple there expressed. After requiring spe- 
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1. Funds contributed by general taxpayers 


% of Amount 
to Total 


54.4 


Amount 
$4,367,779.06 


Explanation—these were funds obtained by 
appropriations from the state’s general reve- 
nue —t.e., contributed by generai taxpayers 
—and not paid back to the state by fees or 
assessments upon utility companies. 

2. Funds contributed by utility companies, or in- 
directly, by their consumers or investors .... 3,659,400.97 
Explanation—These were funds which utility 
companies paid either to be available directly 
for commission operation or to reimburse 
the state, in whole or in part, for commission 
funds appropriated from the state’s general 
revenue. 


$8,027,180.03 


Total commission funds 
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The Daily Oklahoman 


DID YOU EVER SEE ANYONE MAKE SO MUCH 
SOUP FROM ONE OYSTER? 


cial assessments to cover the costs of partic- 
ular investigations, the law provides for a 
general assessment upon all the companies 
to cover the soupiedne of the commission 
expenses, and states: 

“It is the intent and purpose of this sec- 
tion that the several groups of persons and 
corporations subject to this act shall each 
contribute, by way of assessments, sufficient 
funds to the commonwealth to reimburse 
the commonwealth for the reasonable cost 
of regulating the respective groups.” (Italics 
ours. ) 
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To this end the Pennsylvania commission 
is required to maintain appropriate records 
of its expenses, 

Aside from the proposition that the con- 
sumers are probably the principal bene- 
ficiaries of the general work of the commis- 
sion, assessment of substantially all of the 
“remainder” expenses of the commissions 
upon the utilities might be justified from 
the practical standpoint, previously men- 
tioned, that adequate funds have not been 
obtained by the method of legislative ap- 
propriations. Adequate commission funds 
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are usually more easily obtained under the 
assessment method. 

Assessment of substantially all of the 
costs of regulation upon the utilities has a 
further advantage of a social character. If 
regulatory costs are placed upon the shoul- 
ders of consumers or investors, who are gen- 
erally considered to receive the principal 
benefits of regulation, then if the institution 
becomes too burdensome in relation to its 
accomplishments, that burden will be felt 
more directly and quickly by the people. 
Public utility regulation can stand as a per- 
manent institution in our economic society 
only upon its own merits, and if those are 
deficient it will and should be replaced by 
some other and better program of control. 
By use of the assessment method for sup- 
porting commissions their social justifica- 
tion will be more readily tested. 

Opposing these advantages of assessing 
substantially all of the costs of regulation 
upon the companies, however, is the theory 
of the legislative appropriation previously 
discussed. We therefore cannot recommend 
that the legislative appropriation be entirely 
disregarded in favor of general assessments, 
even though we feel that the latter method 
has distinct advantages. 


ye a careful recital of case law, the 


committee concluded “that the as- 
sessment method has been in use to some 
extent for many years and has been sus- 
tained by the U. S. Supreme Court for 
more than forty years when embodied in 
a properly drawn statement and admin- 
istered with reasonable care.” 

And just by way of suggesting a 
“properly drawn statement,” the com- 
mittee report contained the draft of a 
proposed uniform law with enlightening 
comments. The four sections of the pro- 
posed statute provided in brief for: 

1. A special assessment on particular 
utilities whenever the commission on 
complaint, application, or its own motion 
is required to make a special investiga- 
tion of the affairs of such utilities. The 
cost of the special work is to be billed by 
the commission and deposited with the 
state treasurer and is not to exceed a 
maximum percentage (to be decided by 
local law) of the utility’s gross revenues 
in any one year. This section is patterned 
after laws in Pennsylvania, Wisconsin, 
and New York. 

2. A general assessment based upon 
the commission’s estimate of its regular 
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annual expenses for routine work and 
charged against each group of public 
utilities in proportion to their respective 
gross operating revenues derived from 
intrastate operations. These expenses are 
likewise to be billed by the commission 
and deposited with the state treasurer. 
Such is the practice in Wisconsin and 
Pennsylvania, but not in Illinois or New 
York. 

3. A period of grace of fifteen days 
after mailing of such bills within which 
utilities can file objections and be heard 
thereon. 

4. A routine “saving clause.” 


FF. of the state legislatures are sched- 
uled to meet in regular session next 
winter, so it is unlikely that many of 
the state commissions will be able to re- 
port much progress on the committee’s 
recommendations by the time the national 
association holds its next convention in 
New Orleans in 1938. However, the 
trend toward regulatory taxation of utili- 
ties is undoubtedly growing stronger. So 
much so that one wonders what those 
who claim that state commission regula- 
tion is on the way out will say if states 
continue to increase utility taxes for it. 
On two points the committee report 
was somewhat noncommittal. First it 
passed gingerly over the question of 
whether utility taxes should be charged 
to operating expenses or against profits— 
(i.e., against utility consumers or utility 
investors). Of course, the former is the 
general prevailing practice, but there are 
some reformers who think otherwise and 
have said so. Secondly, there is the ques- 
tion of charging the private utilities with 
the expense of commission activity in 
connection with publicly owned plants 
and codperatives, many of which are not 
even subject themselves to commission 
jurisdiction, but which manage to make 
a lot of work for them just the same. 
—F. X. W. 


REPORT OF THE COMMITTEE ON PROGRESS IN 
Pusiic Utitiry REGULATION. National As- 
sociation of Railroad and Utilities Commis- 
sioners, 49th Annual Convention, Salt Lake 
—_ Utah. August 31 to September 3, 
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WHAT OTHERS THINK 
An SEC Member Speaks on Utility Financing 


CCORDING to Commissioner Robert 
Healy of the SEC, in his recent 
address at the annual convention of the 
National Association of Railroad and 
Utilities Commissioners in Salt Lake 
City, the utility industry will soon re- 
quire substantially increased facilities to 
take care of growing demands. Commis- 
sioner Healy’s frank discussion was 
significant because it gave possible clues 
to the SEC’s future attitude on three im- 
portant matters affecting utility corpo- 
rate structure and finance: (1) The rela- 
tion of utility funded indebtedness to 
capital stock ; (2) the possibility of com- 
pulsory open competitive bidding on 
the underwriting of utility security is- 
sues; (3) the disposition of voluntary 
applications for corporate simplification 
under the “death sentence” clause of the 
Holding Company Act, such as the volun- 
tary application recently filed by the 
American Water Works & Electric Com- 
pany. 


Concerning the first point, Commis- 
sioner Healy agrees that the prospective 
demand for increased facilities in the 
electric industry will require new capital 
and increased indebtedness. Commis- 
sioner Healy does not retreat from the 
New Deal position voiced sometime ago 
by President Roosevelt himself that 
utility financing should include plans for 
eventual debt retirement and avoid a pro- 
gram of perpetual refunding. Such a 
long-range policy, however, was con- 
ceded to be feasible only during periods 
of nonexpansion. For the present, he 
said, the industry needs increased main- 
tenance and depreciation protection, as 
well as capital for new additions. He 
added that the SEC was beginning to re- 
gard utility debt “from a relative rather 
than from an absolute point of view.” He 
stated on this point: 


Certainly if a business is not in constant 
need of additional capital, sound manage- 
ment will set about retiring its debt, and 
unsound management ought to be forced to 
do so; but where a business is in need of 
additional capital, a grave question arises 
as to whether it is economically sound to 


pay off one set of creditors if the company 
must immediately reborrow that sum, and 
more in addition, from another set of credi- 
tors. As you all know, the utility business 
requires an investment of from $4 to $6 
for every increased dollar of gross revenues. 
At present, there is every indication that 
the expansion of the industry has not come 
to an end that the utility business will soon 
require substantially increased facilities in 
order to take care of the growing demands 
made upon it. The need for additional 
capital will inevitably follow. It is agreed 
that the capital actually invested in the pre- 
ferred and common stocks of operating 
companies is entitled to a reasonable return. 
Therefore, when an operating company has 
invested the additions to its depreciation 
on retirement reserve and the addition to 
earned surplus, which conservatism requires 
should be made from year to year, it has 
no other recourse but to enter the capital 
market for any further funds required. 


It has seemed to some of us that a sounder 
approach to the debt problem is to regard 
debt from a relative rather than from an 
absolute point of view. Therefore, the in- 
terests of the public, consumers, and inves- 
tors would seem to be better protected by 
an insistence upon increased maintenance 
and depreciation provisions in indentures and 
by further restricting the percentage of debt 
that can be issued against additions. By so 
doing, there are retained in the business 
earnings that might otherwise be paid out 
as dividends, and a larger percentage of the 
company’s capital has to be raised through 
the medium of junior securities. Under such 
a policy, the total debt might show an in- 
crease from year to year, but its ratio to 
the company’s sound assets would not in- 
crease and in fact might show a tendency 
to decrease. 


Byrn ney Healy’s remarks on 
competitive bidding probably were 
the result of the serious objections raised 
by the banking and investment fraternity 
to the hints thrown out last winter by 
SEC member Douglas and by former 
Chairman Kennedy that open competitive 
bidding on the underwriting of utility 
securities might be made compulsory in 
Federal regulation, similar to the present 
practice in the District of Columbia and 
several New England states. While Com- 
missioner Healy insisted that competitive 
bidding was the better practice for han- 
dling issues by larger well-known utility 
systems, he agreed that smaller organiza- 
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tions might be handicapped by such a 
rule, Commissioner Healy stated : 


The summer of 1936 saw in New England 
particularly a highly interesting working 
out of competitive bidding where the securi- 
ties to be sold were put on the official auc- 
tion block and were disposed of to the high- 
est bidder. These cases, however, repre- 
sented obligations of well-known companies 
which were merely undertaking the re- 
financing of outstanding obligations, secured 
by mortgages, the terms of which were well- 
known to the investment community. It is 
a question whether such a procedure would 
be equally advantageous to a less well- 
known company or where the amounts in- 
volved run into such large sums as to re- 
quire the codperative efforts of a large 
group in order to be successfully marketed. 
I think I may say that the commission has 
so far reserved its opinion but it has insisted 
in all cases that the company make a show- 
ing that the field has been diligently searched 
and that the transaction to be approved has 
been the result of an investigation which 
was not limited to conversations with a 
single firm or group. In cases where the 
underwriter is also a large stockhoider, 
the commission makes a particularly search- 
ing investigation before approving a sale 
other than on the auction block. 


O* the subject of voluntary applica- 
tions by holding companies for 
SEC reorganization under the “death 
sentence,’ which goes into effect next 
January, however, Commissioner Healy’s 
remarks probably reflected more opti- 
mism than utility executives in general 


feel. He declared that the idea of an 
organization, such as American Water 
Works & Electric Company, filing a 
voluntary petition to commit suicide was 


patently absurd and that further recog- 
nition of the misnomer, “death sentence,” 
to the reorganization clause of the Hold- 
ing Company Act, §11, would occur 
when more holding systems make volun- 
tary application for reorganization to 
“add strength and vitality to the corpo- 
ration.” He suggested that §11 be re- 
christened the “rejuvenation section.” 


Two important factors, however, in- 
trude upon this bright picture of the 
SEC’s administration of the controversial 
§11. First, Commissioner Healy may be 
arguing too much from the single case of 
the American Water Works system, 
which is not only one of the least com- 
plicated of all the larger holding systems, 
but is also fairly well concentrated in 
western Pennsylvania and the immediate- 
ly adjoining area. Again, it is not known 
whether the SEC will always be so co- 
Operative and reasonable in finally ap- 
proving details of reorganization plans 
worked out between utility holding offi- 
cials and SEC staff members. The pro- 
spective elevation of Commissioner 
Douglas to succeed Chairman Landis 
and the possibility of two new appoint- 
ments to the SEC by President Roose- 
velt add to the uncertainty of holding 
companies whose reorganization prob- 
lems cannot be disposed of so easily. 


Appress by Robert E. Healy at the annual 
convention of the National Association of 
Railroad and Utilities Commissioners, Salt 
Lake City, Utah. August 31, 1937. 





The State Commissioners Consider 
Rural Electrification 


Ii view of the occasionally stormy re- 
lations over the last two years between 
Federal REA and certain state regu- 
latory commissions, the recent conven- 
tion of the National Association of Rail- 
road and Utilities Commissioners at Salt 
Lake City was expected to produce a few 
fireworks. The session on rural electri- 
fication did produce some spirited discus- 
sion but, all things considered, the con- 


SEPT. 30, 1937 


vention went off quite smoothly and if 
there were anti-REA feelings rankling 
in the bosoms of some of the new Eng- 
land commissioners, they managed to 
conduct themselves, in the open session 
at least, with dignity if not enthusiasm. 

Commissioner Claude H. Swain of the 
New Hampshire commission did write 
a snappy exception to the report of the 
Committee on Rural Electrification which 
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REACHING TO THROW IT 


indicated some doubt as to whether REA 
was not inclined at times to meddle with 
local regulatory affairs without good rea- 
son, but the report of the committee as 
a whole, headed by Commissioner Ferd 
J. Schaaf of Washington, kept close to 
the middle of the road on this contro- 
versial point. Here is a sample: 


The replies to the (state commission) 
questionnaire indicate that there have not 
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been sufficient REA projects completed to 
determine the effects of these projects on 
energy sales and rural extensions. Several 
replies credit the REA with increasing pub- 
lic and utility interest, and, in part, for a 
reduction of construction costs. Some also 
indicate that the REA activities are respon- 
sible for some of the extensions which have 
been constructed by utilities. These opinions 
are held by those located in territories which 
have a low percentage of electrified homes 
and comparatively higher rates. 
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Some answers state that the utilities will 
build any extension that is economically 
feasible and that for this reason there is 
no need for REA assistance in those locali- 
ties. These opinions are from states with 
higher percentages of rural electrified homes 
and generally lower rates than those in the 
preceding paragraph. 

It appears that in some parts of the coun- 
try there is need for closer codperation be- 
tween REA and state commissions. Some 
fault may be placed at the door of each of 
the agencies. State commissions are some- 
times jealous of their own prerogatives and 
resent the interference of REA into their 
states. Our investigation indicates that this 
state is a decided exception but where it 
does exist the public interest demands a 
change of attitude on the part of the state 
authority. On the other hand, it is quite 
generally felt that REA fails to give full 
recognition to the local nature of rural 
electrification and to the different problems 
which rural electrification presents in dif- 
ferent localities. Many rural electrification 
problems are purely local in nature and gen- 
eral rules promulgated for the entire coun- 
try many times are inapplicable in particu- 
lar local areas. We believe that the promo- 
tion of rural electrification would be facili- 
tated if REA gave greater weight to purely 
local conditions. In its early days it may 
have been necessary for REA to operate 
as a strongly centralized agency. We believe 
that the need of such a policy is now past 
and that a certain amount of decentraliza- 
tion would speed up the rural electrification 
program. 


Nn the whole, the committee report 
was an interesting document but 
somewhat inconclusive. This was prob- 
ably because the committee was set loose 


on the whole subject of rural electrifica- 
tion without limitation of scope or pur- 
pose. As a result, the committee report 
consists of a general discussion of the 
advantages and possibilities of rural elec- 
trification, some not very original inquiry 
into its economics, promotion, and service 
rates, and an interesting symposium of 
excerpts from comments on the general 
subject by state commissioners and util- 
ity executives. 


Probably the most valuable original 
feature of the committee report was the 
compilation of questionnaires sent to the 
state commissions covering such phases 
as commission jurisdiction (over utili- 
ties, rural codperatives, etc.), court and 
commission decisions, rural area statis- 
tics, utility service and rate statistics, and 
other highly important miscellaneous in- 
formation. Unfortunately this splendid 
feature is somewhat marred by incom- 
pleteness, only 21 state commissions be- 
ing recorded. Even so, the report is a 
welcome contribution to this fairly new 
subject and perhaps in the near future 
supplementary data will fill out more 
completely the well-organized compila- 
tion planned by the committee. 

—F. X. W. 


REPORT OF THE COMMITTEE ON RurRAL ELEc- 
TRIFICATION to the National Association of 
Railroad and Utility Commissioners, Salt 
eo City, Utah. August 31 to September 





Taking Stock of the 


LTHOUGH it is only about a fifth of 
the size of the electrical utility in- 
dustry, the natural gas industry (rep- 
resenting about two and a half billions 
invested) has assumed such a challeng- 
ing position in the competitive fuel mar- 
ket, as compared with electricity, coal, 
and fuel oil, that security analysts are 
evidencing increasing interest in the 
economics of this latest and fastest 
growing natural resource industry. 
A recent issue of the “Monthly Mar- 
ket Letter” published by Goodbody & 
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Natural Gas Industry 


Co., noted New York brokerage firm, 
presents an interesting example of such 
independent study by one of the finan- 
cial fraternity. 

The Goodbody letter recalls several 
fortuitous factors as contributing to the 
phenomenal progress of the natural gas 
industry. First, by very reason of the 
fact that natural gas is a by-product of 
the oil industry, there was the incentive 
during the prosperous twenties to elim- 
inate gas wastage by developing pipe- 
line systems from Louisiana and Texas 
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fields to markets as far distant as Chi- 
cago, Minneapolis, and Detroit. As 
relatively recent as this development is, 
had it not been put through as soon as 
it was, the subsequent depression period 
would probably have set back plans for 
perhaps as much as a decade. 

Naturally there was opposition raised 
by local coal and railroad interests and 
not an inconsiderable amount of resist- 
ance from established gas distributing 
utilities having heavy investment in 
equipment for manufacturing gas. 
Changing over not only meant riddling 
of rate base valuations, but the expense 
and bother of adjusting customer appli- 
ances to take care of the higher heating 
content of natural gas. 


ut the march of progress was in- 
B exorable in this as in every other 
field of commerce. And the Goodbody 
letter, making some adjustments from 
U. S. Bureau of Mines figures, clearly 
shows in the table below the pro- 
portionate strides natural gas has made 
since 1929 in comparison with rival 
fuels. 

The most original feature of the 
Goodbody letter, however, was an at- 
tempt made to show in a rough way 
how gas, electricity, coal, and fuel oil 
stack up in cost both to the residential 
customer and to the industrial consumer. 
Frankly warning against inadvertent or 
inescapable error, the Goodbody tabula- 
tion on this point was as shown on page 
430. 


ee monthly bills were based for 
the most part on figures supplied 
by the U. S. Bureau of Labor Statistics. 
The following conclusions were reached 
by the Goodbody publication from this 
statistical comparison : 


This survey shows (a) that gas appears 
to be so much cheaper than electricity for 
cooking and refrigeration that the ques- 
tion can legitimately be raised as to why 
anyone ever uses electricity for these pur- 
poses; (b) that coal is cheaper than gas 
for water heating. However, there is a 
convenience factor that may give gas a 
slight edge in some cases on other than 
economic grounds. The implication is that 
the same holds true for house space heat- 
ing, but no figures are shown for this cate- 
gory of use; (c) “City Gate” average cost 
of purchased natural gas in general seems 
to be lower than the overall cost of pur- 
chased natural and manufactured gas for 
those communities where a mixed gas is 
used, implying that there is room, eco- 
nomically speaking, for natural gas to take 
over a greater share of the market. 


Thus it would appear that American 
natural gas as an industry is on sound 
economic ground, generally speaking, 
and that future expansion to new mar- 
kets will result from an increased con- 
fidence between the industry and regu- 
latory authorities. The prospective en- 
actment by the next session of Congress 
of the Lea bill for Federal regulation of 
interstate natural gas operations—with 
scant opposition from the industry—is a 
long step in this direction. 

But how long can it last? What about 
the alarming pictures Secretary of the 
Interior Ickes and other strict conserva- 
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AMOUNT AND KIND oF ENERGY Usep IN THOSE Types oF CONSUMPTION IN WHICH 
NaturRAL Gas May Be Susject to CoMPETITION. 


% incr. or 

decr. since 
1932 1929 
8.2% d10% 
13.8% d31% 
55.5% d44% 
12.1% d32% 
10.4% 9% 


100.0% 
11,232 
6,056 


1936 % incr. or 
(Esti- decr. since 
mated) 1929 
9.3% 38% 
12.9% d12% 
57.9% d20% 
10.5% d20% 
9.1% 31% 


100.0% 
15,228 d13% 
8,330 1% 


Natural gas 
Fuel oil 
Bituminous coal 
Anthracite coal 
Water power 


d35% 
d27% 


*(In 1,000,000,000,000’s of B.T.U.) 
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tionists have been drawing from time to 
time about the rapid depletion of our 
petroleum and natural gas reserves 
from overexploitation? On this point 
the Goodbody letter cites a 1935 study 
by Ralph E. Davis, of Ralph E. Davis, 
Inc., which contained the following 
statement of coal, oil, and gas reserves: 

Present Annual 


Rate of | 
Consumption 


Recoverable 
Reserves 


Coal—short 

Rr 1,650,000,000,000 400,000,000 
Petroleum— 

OO Se Saeee 13,250,000,000 920,000,000 
Natural gas— 

7 ae 62,000,000,000 1,750,000,000 


NX the present (1936) rate of annual 
consumption, which is about 2,- 
300,000,000 thousand cubic feet, 


our 


natural gas reserves are not in a very 
disturbing state when the reasonable 
probability of a certain amount of addi- 
tional discoveries is considered. 

Of course, it is only the part of cau- 
tion to recall that these conclusions 
were reached in a publication by a brok- 
erage concern presumably interested in 
the promotion and sale of natural gas 
securities. Nevertheless, the frank and 
circumstantial treatment of the mate- 
rial and the reference to official source 
data indicate an obvious attempt to pre- 
sent a true picture of the natural gas 


industry today. 
—E. S. B. 


MonTHLY Market Letrer. Natural Gas In- 
dustry. ag & Co., 115 Broadway, 
New York, N. July 16, 1937. 
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Flowers May Bloom in the Spring Tra-La, But 
They Change Their Color on Ice! 





*By electricity, bill for 13-1/3 therms. 


Los Angeles ... 





tT was at the White House in Washington last February that the dis- 

covery was made that carnations and other flowers may act queerly 

in defective mechanical ice boxes. It happened when the refrigerator 

in the florist room at the Executive Mansion developed a leak that re- 

leased a chemical gas in a chamber filled with several hundred cut 
flowers. 

Next morning it was found that the flowers, although still apparently 
healthy and well formed, had changed color overnight. Deep red roses 
had changed to pure white and once-white carnations were a mixture 
of red and white when William Reeves, the head florist, opened the box 
to make up his daily bouquets and fill the White House vases. 

After Reeves apologetically informed some of the executive staff 
of the startling development, it was believed that an accident had done 
something even the late Luther Burbank had failed to accomplish. It 
seems now, however, that science has been aware of the effect of re- 
frigerator gases on flowers for some time and it has little, if any, com- 
mercial value. 
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FPC Reports Power Output 


HE Federal Power Commission on Sep- 

tember Ist reported that the production 
of electricity for public use in the United 
States reached the unprecedented total of 
117,994,000,000 kilowatt hours in the year 
ended July 31st. This was an increase of more 
than 11,000,000,000 kilowatt hours over the 
previous year. 

Frank R. McNinch, chairman of the com- 
mission, said the power industry had had its 
most prosperous year, showing not only new 
peak figures for production and consumption, 
but also in revenues. He declared that more 
planning and building and “less litigation and 
resistance to regulation would be good busi- 
ness.” Mr. McNinch said: 

“This revelation is the answer to those de- 
votees of that ancient superstition of hydro- 
mancy who gazed at the water of a few hydro 
plants the government was building and pre- 
dicted the destruction of the private power 
industry.” 

The output in the first seven months of this 
year exceeded that of the corresponding 
period last year by nearly 4,500,000,000 kilo- 
watt hours, the report said. Percentage gains 
of 1937 over corresponding periods of 1936 
were: January, 12.6; February, 11.7; March, 
17.5; April, 13.7; May, 12.6; June, 12.4, and 
July, 9.2 

In a statement accompanying the report, 
McNinch said 

“It is both interesting and significant to 
note that, as electric rates have gone down, 
production and consumption have gone up. It 
has been and is a short-sighted policy to keep 
electric rates ‘as high as the traffic will bear.’ 
Such false economy holds down the ‘traffic’ 
and hurts the power industry as well as the 
public. It has now been demonstrated beyond 
all cavil that the public wants and needs more 
and more power in industry, in commerce, in 
the home, and on the farm. Only those who 
see through a glass darkly now fail to under- 
stand that the interests and prosperity of the 
power companies and of the consumers alike 
lie in the direction of electrifying America... 

“During the past four years rate reductions 
have resulted in a saving to consumers of be- 
tween $150,000,000 and $200,000,000. I do not 
know of a single company which made any 
substantial reduction in its rates that has not 
been rewarded by an increase in revenues. In 
fact, the total gross revenue for 1936 was 7 
per cent above that for 1935, and 12 per cent 
above 1929 

“The concrete and urgent problem before 
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the power industry today is, as I see it, not 

whether it can sell all of the energy it can 

produce and earn a fair profit for the service . 
rendered, but whether it has the foresight 

and imagination to build, and build promptly 

and on a large scale, more generating plants 

to supply the rapidly increasing demand. 

“All of the Federal and public and privately 
owned power projects now constructed or in 
process of construction will not, in my opinion, 
be adequate to meet the demands within the 
next five years. This demand must be met 
and will be met, and it is hoped that the power 
industry will do its full share toward keeping 
pace with the nation’s requirements.” 


TVA Officials Report 


( prcae of the Tennessee Valley Author- 
ity recently said 787,460,000 kilowatt 
hours of electricity were generated at three 
TVA dams in the fiscal year ending July Ist, 
for a gross revenue of $1,650,000. This com- 
pared with the generation of 467,700,000 kilo- 
watt hours and gross revenue of $1,170,000 in 
the preceding year. 

Since 1934, when the TVA took over active 
operation of the wartime Wilson dam on the 
Tennessee river at Muscle Shoals, Ala., and 
started a dam-building program on the Tennes- 
see tributaries, it has produced 1,784,660,000 
kilowatt hours of electricity which brought 
a gross income of $4,210,000. 

TVA officials explained that operating ex- 
penses and net operating revenues in its “yard- 
stick” power program would not be available 
until October, when the annual report is pre- 
pared. 

Today, the authority is serving 33,569 cus- 
tomers in 17 municipalities, 14 farm codpera- 
tives, and TVA communities in northern Ala- 
bama, northwest Georgia, northeast Missis- 
sippi, and east, middle, and west Tennessee. 


Opposes Little TV A’s 


Oe by the Association of Western 
State Engineers to the proposal of Sena- 
tor George W. Norris, of Nebraska, to create 
seven “little TVA’s” throughout the United 
States was recommended early this month in 
resolutions adopted at the closing sessions of 
the association’s convention held at Helena, 
Mont. 

The resolutions committee recommended 
that the objections be raised on the fact that 
the Norris and Mansfield bills are not in keep- 
ing with the association’s concepts as outlined 
in the constitution to the effect that the as- 
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sociation is “to codperate in making common 
cause for the preservation to the states of their 
inherent sovereign rights to use, control, and 
distribute the waters thereof, and to facilitate 
the adjustment of interstate problems.” 

The resolution pointed out that while there 
may be need for greater degrees of codrdina- 
tion of the functions and activities of existing 
Federal departments and their agencies look- 
ing to the conservation of natural resources, 
such need, if any, does not call for legislation 
by Congress that would impair state autonomy 
tending to take away from the several states 
their constitutional functions and authorities 
by subjecting the several states to a super- 
authority such as the proposed legislation 
would create. 


Files New Brief 


HE Electric Bond and Share Company, a 

$554,000,000 public utility holding company, 
together with 26 affiliated utility companies, 
filed a brief on September Ist in the U. S. Cir- 
cuit Court of Appeals in New York city seek- 
ing a review of the decision of the lower 
court upholding the registration provisions of 
the Public Utility Act of 1935. 

The brief charged that the lower court’s 
decision, which was handed down by Federal 
Judge Julian W. Mack in January, is in error. 
Judge Mack ruled that the registration fea- 
tures of the act were separable from the 
“death sentence” provisions and constitutional 
in themselves. He refused, however, to pass 
on the act in its entirety. The Securities and 
Exchange Commission, as plaintiff, instituted 
proceedings against Electric Bond and Share 
in November, 1935, seeking to force it to regis- 
ter. 

This latest step by the utility was said to 


have been taken after efforts to expedite the 
case by attempting to “by-pass” the Circuit 
Court of Appeals had failed. Counsel for both 
the SEC and the company joined in requesting 
the Supreme Court to review Judge Mack’s 
decision directly, but on June Ist the Supreme 
Court denied the application. 

Charging that the Public Utility Act is a 
“device” which, if sustained, could be ex- 
tended to all kinds of business and transac- 
tions, the brief stated: 

“Tf this act should be sustained, there has 
been discovered a formula for the control of 
all business by the Federal government; the 
prohibition of transactions in interstate com- 
merce, and of the right to use the mails and 
facilities of commerce, unless such business 
submits to a control system which is beyond 
the power of Congress. Clearly, the control 
system of the act is totally irreconcilable with 
the protection which the Fifth Amendment was 
designed to afford to private property and 
rights.” 

Oral arguments in the litigation are ex- 
pected to begin when the Circuit Court of Ap- 
peals reconvenes on October 4th. 


Bonneville Power in Spring 


OWER will be available for general use at 

the Bonneville dam about March Ist, ac- 
cording to a recent estimate of Army Engi- 
neers. The station service unit is complete at 
the present time with the exception of trash 
racks to be installed to prevent river debris 
from entering the turbine, and the installation 
of a switchboard. 

Generator No. 1 will be completed by the 
end of November, it was said, and No. 2 by 
the last of October, except for switchboards, 
which will not arrive until February. 


Alabama 


Seeks to Abandon Plant 


HE Alabama Power Company on Septem- 

ber 10th filed a petition with the state 
public service commission seeking to abandon 
electric service in Sheffield because of Tennes- 
see Valley Authority competition. 

Asking that service be stopped on or about 
November Ist, the company’s petition pointed 
out that the city of Sheffield has under con- 
struction a municipal power system, using 


TVA energy, which will make the private 
utility’s lines useless in the area. T. W. Martin, 
president of the company said: 

“As the company has no franchise in Shef- 
field, its lines become worthless as the city 
goes ahead with its construction. All of the 
company’s customers soon will be served by 
the city and the entire system will have to be 
taken down and junked. This is wanton de- 
struction of property and is an incident of the 
policies of the TVA.” 


Arizona 


Pays Power Taxes 


eyes county’s coffers were more than 
a half-million dollars richer on Septem- 
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ber Ist with the payment by the Central Ari- 
zona Light and Power Company of back taxes 
and delinquent interest. Deciding to drop tax 
contest suits pending in U. S. District Court, 
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company officials ordered the payment of $468,- 
877 in back taxes and accrued interest totaling 
$98,794.89. 

The payment represented the difference be- 
tween the amount of taxes the company actual- 
ly had paid for the years 1933, 1934, 1935, and 
1936 and the amount tax authorities had as- 
sessed against the utility for those years. The 


utility had Fs gare full payment of taxes 
during the 4-year period because of asserted 
inequities in valuations of property for as- 
sessment purposes. 

The payment included taxes due the state 
and county and five towns, Glendale, Tempe, 
ee Gilbert, and Chandler, and 33 school 

istricts. 


Arkansas 


No Injunction against Phone 
Company 


ITTLE Rock’s suit for an injunction to pre- 

vent the Southwestern Bell Telephone 
Company from cutting off service to business 
firms that make their telephones semipublic 
was dismissed by Chancellor Dodge on Sep- 
tember 10th. 

A demurrer filed by telephone company 
lawyers was sustained. It alleged that the city 
had failed to show any injury or threatened 
injury in the complaint and that facts to 
demonstrate the city was without adequate 
recourse at law were not shown. The demur- 
rer said that the city had recourse by enforce- 
ment of the ordinance regulating the telephone 
company’s service. 

The complaint, filed August 26th by Assis- 
tant City Attorney John R. Thompson, said 
the company was about to cut off its service 
to several “citizens and taxpayers” because 
they would not agree to pay a higher or differ- 
ent rate than that prescribed. Mr. Thompson 
explained that he filed the suit on the recom- 
mendation of alderman and Acting Mayor 
C. B. Erwin after about 35 business firms had 
been warned that their telephones might be 
disconnected unless they were made available 
to the public or pay telephones installed. 

Alderman George Muswick, chairman of the 
council utilities committee, had asked to have 
the suit dismissed because it had not been be- 
fore his committee. Muswick said that the 


suit should have been authorized either by 
the city council or the utilities committee. 


REA Announces Loan 


Pe M. Carmody, REA administrator, on 
September 8th announced a $323,000 loan 
to the Arkansas Power and Light Company 
to establish an electric distribution system 
among 17 Arkansas counties he said were too 
widely scattered to be unified in a public co- 
operative. 

The loan was executed at once and Car- 
mody approved the company’s engineering 
specifications for constructing 503.2 miles of 
wire to supply electricity to 1,652 consumers. 
The administrator said the construction would 
start as soon as material could be assembled. 
The allotment followed extended conferences 
between Carmody and company officials, it 
was said. 

The counties to be linked have been divided 
into four sections, which with maximum pro- 
portion of allocation, miles of wire, and cus- 
tomers follow: 

Section 1, Conway, Pope, Yell, $74,135 ; 117.7 
miles ; 366 customers ; §2, Independence, Izard, 
Sharp, White, Jackson, $73,268; 116.5 miles; 
396 customers; §3, Boone, Marion, Newton, 
Searcy, $89,537; 127 miles; 465 customers; 
§4, Grant, Hot Spring, Garland, Clark, Saline, 
$86,950; 142 miles; 425 customers. 

The section allotments are maximums, it 
was said, and as such would slightly exceed 
the $323,000 total. 


California 


Transit Bonds Up 


R“ transit was placed definitely in the 
hands of the people of San Francisco 
recently when the Board of Supervisors by a 
vote of 8 to 3 gave final passage to the ordi- 
nance submitting the $49,250,000 bond proposal 
to the voters at the November 2nd election. 

The proposal submitted was that proposed 
by Utilities Manager Cahill and the public 
utilities commission. It incorporated the rec- 
ommendations of the noted rapid transit engi- 
ners, Robert Ridgway and Alfred Brahd: : 
it was said. 
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The plan calls for 84 miles of subways 
under the congested portions of Market, Mis- 
sion, Geary, and Montgomery streets, linked 
up with Municipal Railway surface lines and 
supplemented by bus feeder routes. 


Telephone Reduction Announced 


Figs emg in rates for handset type tele- 
phones, amounting to $275,000, was an- 
nounced on August 31st by the Pacific Tele- 
phone and a Company. N. R. Powley, 
company president, stated: 

“We will place in effect with the bills issued 
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on and after October Ist, a handset rate of 
10 cents a month, with the provision that the 
charge will be eliminated after the customer 
has had continuous service for twelve months. 
Continuous service prior to October Ist will 
be credited and after October Ist continuous 
service will include handset service at any 
exchange of the company in the state unless 
there is a lapse of more than thirty days in 
transferring from one location to another. 
The 15-cent charge for customers who have 
had continuous service for twelve months or 
more prior to the date of this change will be 
entirely eliminated.” 


a Wins Fight 


Te U. Circuit Court of Appeals on 
2. 10th upheld the right of the 
Sacramento municipal utility district to issue 


$12,000,000 in bonds to build a light, heat, and 
power system. The Pacific Gas and Electric 
Company lost its appeal in the case from a 
previous ruling by the Federal district court 
in Sacramento. 

The utility company had contended it was 
“clearly unfair” for the district to tax its 
property to build a publicly owned system 
which would take away its business. 

“It is our opinion,” stated Judge William 
Denman in the decision, “that the Sacramento 
municipal utility district is an agency of gov- 
ernment to the extent that it may exercise 
power of general taxation.” 

The bond issue was authorized by voters 
in the district in 1934. The district comprises 
650 square miles of territory including the 
city of Sacramento, part of Sacramento coun- 
ty, and part of Placer county. It was organ- 
ized in 1921. 


Kansas 


Plans for Project under Way 


a? NT allotment of $200,000 in REA funds 
to a Tecumseh project will provide 200 
miles of line to serve 600 farm families in 
Shawnee, Jackson, Douglas, Osage, and Wa- 
baunsee counties, according to word received 
at Topeka from REA headquarters in Wash- 
ington. Negotiations were reported to be under 
way to secure wholesale power from the 
Kansas Power and Light Company. 

The project will be known as the Kaw Valley 
Codperative Electric Company. In the Wash- 
ington dispatch of September 3rd it was said 
that the company was yet to be formed. Ex- 
cerpts from the explanatory statement follow: 

“Ben L. Pressgrove, Tecumseh, Kan., has 
been very active in the development of the 
project. REA has advised him of the allot- 
ment and pointed out that it now is in order 


to send nominations for a project superintend- 
ent, an engineer and a lawyer to REA for 
approval. The letter to Mr. Pressgrove out- 
lined the qualifications for these important 
appointments. Selections for the filling of the 
posts named should be submitted in the near 
future. 

“Forms and suggestions for incorporation 
of the project sponsors will be furnished by 
REA. Following this, the loan contract will 
be executed, plans and specifications for line 
construction approved, and the project released 
for bids. 

“A schedule for legal and engineering steps 
will be sent to Mr. Pressgrove in the immedi- 
ate future. Strict adherence to this schedule, 
which is set up to assist in the orderly and ef- 
ficient handling of the work, will speed up the 
arrival of the time when these Kansas farmers 
can begin using electricity.” 


Kentucky 


Seeks Rate-Making Data 


HE state public service commission will 

hold a hearing October 4th to determine 
if utility firms operating in the state will be 
ordered to initiate and maintain continuous 
inventory systems. The commission has started 
an investigation to determine the feasibility 
of such a system, it was said. Utility repre- 
sentatives and other interested parties will be 
given an opportunity to be heard on the plan 
at the hearing. 

The purpose of the inventories would be to 
have an accurate measure at all times for 
rate-making or other purposes. The hearing 
order stated certain public utilities operating 
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in the state have insisted the commission give 
consideration to the cost of reproduction of 
their respective plants and equipment in de- 
—— the reasonableness of rates and 
charges for utility services. 

Commission members believe the inventory 
system would prevent delays in making a final 
decision and substantial losses through exces- 
sive charges during the making of such inven- 
tories. 

Commissioner James W. Cammack, Jr., said 
the inventory system was in use in Wisconsin, 
New York, and Illinois and would be in use 
in most states before long. He said the system 
was a great saver of time and money both for 
the utilities and commissions. 
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Missouri 


Approves Voluntary Reduction 


A VOLUNTARY electric rate reduction of about 
2 per cent for 3,500 commercial users of 
electricity supplied by the Laclede Power and 
Light Company became effective September 
2nd following approval the previous day by 
the state public service commission. 

E. L. White, secretary-treasurer of the Lac- 


lede Company, said the reduction would save 
commercial consumers $75,000 in power bills 
during the coming year. The average reduc- 
tion, he said, for a commercial user whose 
power bill was $100 per month would be $2.14. 

Commercial users of electricity are mer- 
chants and storekeepers. Dwellings, apart- 
ment houses, and factories do not receive the 
reduction, he said. 


Montana 


State Telephone Tax 


io s new telephone tax law, which 
assesses incomes of various telephone 
companies operating in the state brought more 
than $9,500 to the state treasury for the first 
quarter it was in operation, the board of equal- 
ization reported recently. 

Income from the new tax, instituted by the 
legislature of 1937 and put into effect on April 
lst, was included in the monthly state collec- 
tion report prepared September lst by the 
equalization board. The law assesses companies 
operating telephone systems in the state at the 
rate of 14 per cent of incomes received and 


retained, Chairman E. A. Dye of the board 
explained. 

While about 450 companies having tele- 
phone lines in the state reported to the board, 
many of them were exempt and the majority 
was not required to pay any tax under the 
law, he added. 

Largest contributor for the quarterly period 
was the Mountain States Telephone and Tele- 
graph Company, it was said, which paid by 
far the major share of the tax collected by 
the state. Many other companies, some of 
them serving but a few scattered patrons, 
contributed taxes ranging as low as 10 cents 
and 4 cents. 


Nevada 


Power to Develop Mining 


ITH cheap and abundant power from 
Boulder dam now available, mining 
companies operating at Pioche are vigorously 
pushing development programs, it was re- 
ported recently by J. H. Buehler, superintend- 
ent of the Bristol Silver Mines Company, and 
oo of the Lincoln county power district 
0.4. 
The line was charged September Ist, Mr. 
Buehler said, the power being supplied by the 
Nevada-California Electric Corporation from 


its 40,000-kilowatt generator on the Arizona 
side of the dam. This arrangement is tempo- 
rary, he said, as the reclamation service will 
have its own generator installed about the first 
of next year. Consumers are reported to be 
obtaining power from the Nevada-California 
Electric Corporation at about the rates they 
will pay for power supplied by the Federal 
agency. 

The system consists of 156 miles of main 
line and 60 miles of branch line. Including 
substations and other facilities, the system 
cost $1,050,000. 


North Carolina 


REA Decision Appealed 


LTHOUGH in its favor, the Carolina Power 
and Light Company was reported ready to 
appeal a judgment in which Sasaiee Judge 
Henry A. Grady refused to restrain it from 
building rural power lines in Johnston county. 
The action was brought by three Johnston 
county farmers. Judge Grady refused to re- 
strain the company, but in ruling on the matter 
he said that an agreement between the power 
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company and the board of directors of the 
Johnston County Electric Membership Cor- 
poration “was tainted with mala fides (bad 
faith) and if any harm had followed, which 
could be corrected by a court of equity an in-. 
junction might lie, but under the contract the 
plaintiffs have not been injured at all.” 

After a long legal battle which was carried 
to the state supreme court, the board of direc- 
tors of the codperative, though victorious in 
the skirmishing, effected a compromise with 
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the power company. It agreed not to build 
any lines in the county in exchange for a 
promise from the power company to construct 
325 miles by January Ist. 

The Federal Rural Electrification Adminis- 
tration refused to accept this compromise and 
expressed its determination not to abandon the 
Johnston coéperative until convinced farmers 
of the county desired it. It called a mass meet- 
ing at Smithfield early in August, and an- 
nounced afterwards it was convinced farmers 
of the county wanted to get power through 
them. The action to restrain the power com- 
pany followed. 

I. M. Bailey, of Raleigh, member of counsel 
for the three Johnston county farmers, recent- 
ly announced that the Federal REA had ad- 
vised him “to Prosecute the appeal to the 
supreme court.” He said, however, that he 
was not sure it would be perfected i in time for 
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the supreme court to hear it when appeals from 
the fourth judicial district would be heard on 
September 27th. 


Asks Tax Rebate 


HE Duke Power Company, of Charlotte, 

asked the U. S. Board of Tax Appeals re- 
cently to redetermine a $156,520 deficiency in 
income taxes from 1932 through 1935 assessed 
by the Internal Revenue Bureau on it as trans- 
feree of the assets of the Southern Public 
Utilities Company of New Jersey. 

The power company contended the bureau 
erred in determining the utilities company real- 
ized $1,028,701 of taxable gain in 1932 in the 
liquidation of the North Carolina Public 
Service Company, the Caldwell Power Com- 
pany, the County Service Company, and the 
Pinas Electric Company. 


Ohio 


Traction Fight in Election 


HE Cleveland traction controversy was 
shoved into the center of the fall political 
spotlight on September 10th as the city 


council voted 25 to 2 to propose a 1-mill 
tax levy for establishment of municipal bus 
lines to voters in November. Reluctant assent 
to the proposal by Mayor Harold H. Burton 


brought charges from Democrats that the 
mayor is anti-municipal ownership, which, it 
was said, were expected to be reflected in the 
mayoralty campaign of John O. McWilliams, 
Democratic mayoralty candidate. In addition, 
most of the incumbent councilmen indicated 
that they expected to make the proposal their 
chief issue in their campaign for reélection. 

The proposal was voted on the ballot by one 
of the largest votes a municipal ownership 
proposal has ever received in the council after 
Councilman Hugh J. McFarland pointed out 
that council’s action did not necessarily mean, 
if the levy is approved by a 65 per cent ma- 
jority, that the busses must be put into opera- 
tion. McFarland elicited an opinion from Act- 
ing City Law Director Henry S. Brainard 
that the city council need not certify the mill- 
age to the county budget commission, even 
though voters approved it. McFarland said : 

“All this means is that we should be in a 
position to operate busses if we cannot come 
to agreement with the Cleveland Railway Com- 
pany. We should prepare ourselves for any 
eventuality and this easily could be our biggest 
bargaining weapon.” 

This ultimately brought a statement from 
the mayor, who previously had expressed op- 
position to submission of any levies but those 
for operating purposes and for relief, that he 
would support the proposal : on the understand- 
ing that it was for use as a “last resort” meas- 
ure. 
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The Cleveland Railway Company on the 
same day mailed stockholders the resignation 
of its entire board of directors and called for 
a meeting within thirty days to elect a new 
group. The letter indicated that the action was 
taken to allow the stockholders expression in 
the fight between the company and the city 
over franchise renewal. 

The letter stated that the principal issues in 
the negotiations which have Soon going on for 
nearly two years are determination of capital 
value and a fair rate of return. 


Will Vote on Municipal Gas 


HE Akron city council, with two dissenting 

votes among the twelve councilmen pres- 
ent, on August 3lst certified a proposal for a 
municipally owned gas distribution system in 
its war with the East Ohio Gas Company, to 
be passed on in the November election. 

Offered by Councilman R. C. Ryder, the 
measure was approved as an emergency item 
ahead of the September 3rd deadline for put- 
ting issues on the ballot. An “adequate nat- 
ural gas distribution system” is called for 
with the fuel to be sold at a rate which would 
return the investment in twenty-five years. 
Ryder’s resolution declared that the city and 
company “are unable to negotiate a fair gas 
rate contract.” 

Akron has spent approximately $225,000 to 
take to the Ohio Supreme Court a 50-cent gas 
rate voted in a popular referendum four years 
ago. 


Cities Virtually Lose Rights 


N a2to 1 decision the state utilities commis- 
sion on September Ist declared null and 
void a city ordinance fixing natural gas rates 
for the city of Norwalk, and established a 
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new precedent which virtually divests munic- 
ipalities of their right to participate in the 
fixing of natural gas rates, it was said. So 
crippling to the cities was the decision, handed 
down by Commissioners Roy D. Williams and 
Dennis F, Dunlavey, that many municipalities 
were expected to join Norwalk in pushing 
appeal from the commission’s action to higher 
courts. 

In substance, the ruling held that munici- 
palities may not pass rate ordinances after 
previous ordinances have expired in cases 
where utilities have filed new rate schedules 
with the utilities commission. 

Attacking the majority decision in a sharp 
minority report, Judge Charles F. Schaber, 
commission chairman, asserted the majority 
opinion “divests municipalities of all authority 
to regulate the price which such company 
(Ohio Fuel Gas Company in this instance) 


may charge for gas furnished” its consumers. 

The majority decision was based upon a 
situation in which a previous contract between 
the city of Norwalk and the Ohio Fuel Gas 
Company expired May 31, 1936, and the com- 
pany filed its application for an increase in 
rates December 13, 1936, after negotiations 
between the city and the company failed to 
result in an agreement. The city passed a new 
rate ordinance January 6, 1937, or approxi- 
mately three weeks after the company’s appli- 
cation for increased rates. 

It was held in the majority opinion that not 
only must a municipality act within a year be- 
fore the expiration of a previous contract but 
that if a previous contract expires, a munici- 
pality must enact a new ordinance before the 
company files its application for increased 
rates, or the company’s action would preclude 
the enactment of a rate ordinance. 


Pennsylvania 


Utility Files Reply 


HE Edison Light and Power Company of 

York filed a reply in Federal District 
Court in Scranton on September 13th against 
the state public utility commission, attacking 
temporary electric rates as illegal and con- 
fiscatory. The brief was in reply to papers filed 
by the state commission, against which the 
company seeks an injunction. 

The brief charged that the imposition of 
temporary rates in York was not only invalid 
and unconstitutional but confiscatory as well, 
and that the law authorizing such an order 
was likewise unconstitutional. The company 
charged: 

“The commission must have resorted either 
to an illegal method of determining rate base 
and rate of return, or to evidence which was 
not in the record before it and which is not 
now in the record before this court. There is 
no excuse whatever for the imposition of tem- 
porary rates in this case. The temporary rates 
result in confiscation.” 

The commission was also charged with fix- 
ing rates without regard to “the essential ele- 
ments of fair value, fair rate of return, and 
fair return.” 

The brief said the commission omitted from 
its expense calculations more than $114,000, 
and that the rates as ordered are clearly con- 
fiscatory because they will yield a return of 
less than 4 per cent. 


War Department Removes Ban 


Ti U. S. Army Engineers on September 
10th were given authority to proceed at 
once with the construction of the Crooked 
creek flood control dam above Pittsburgh. 
Acting Secretary of War Louis M. Johnson 
announced that he had removed a ban that had 
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been placed on the project when the Federal 
Power Commission asked for title to the land 
on which the dam will stand. 

The FPC wanted to be sure that any poten- 
tial 2 pooge we power that might be gen- 
erated at the dam would be under its control. 
Pennsylvania flood control advocates carried 
a protest to President Roosevelt, claiming that 
title to the land could not be turned over to 
the Federal government without a special act 
of the state legislature, which is not now in 
session. Mr. Johnson said that Federal au- 
thorities were satisfied that the dam was not a 
power project, and that the title controversy 
had been dropped. 


Approves Rate Reduction 


Tz state public utility commission on 
September 10th announced non of a 


rate cut by the Duquesne Light Company of 
Pittsburgh, by which consumers will save 
nearly $1,300,000 yearly. 

The rates conform with the terms of an 
order imposed on the company more than a 
month ago requiring it to file a temporary rate 
schedule reducing its gross revenues by $1,- 
250,000 a year. The company recently an- 
nounced acceptance of the commission’s order 
and placed the amount of the cut at $1,276,000 
applying to residential and small commercial 
consumers and municipalities. Members of the 
commission said, however, that the amount of 
the cut would approach $1,300,000, well over 
the figure specified by the state commission in 
its order. 


Assumes Air Commerce Control 


“4 HE state public utility commission on Sep- 
tember 8th formally assumed control over 
all intrastate air commerce in Pennsylvania. 
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Although the state public service company 
law grants the public utility commission juris- 
diction over airplane travel in the state, the 
regulatory body had not enforced the pro- 
vision until this month. 

Chairman Dennis J. Driscoll explained that 
all airplanes carrying passengers or packages 
within the boundaries of the state must obtain 
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certificates of public convenience, the same 
as all other carriers. Airplane owners must 
prove safe and efficient travel as well as a pub- 
lic need for it. This, Driscoll said, will even 
include the jurisdiction over “barnstorming” 
airplane troupes or other ships carrying = 
sengers on short jaunts. He did not know how 
many airplanes will be placed under control. 


South Carolina 


PWA Plan Upheld 


y= J. Lyles Glenn of the Federal district 
court on September 2nd refused to issue a 
permanent injunction sought by power com- 
panies against construction of the $37,500,000 
Santee-Cooper river navigation and electric 
project. Judge Glenn said the plaintiff com- 
panies, the South Carolina Electric and Gas, 
Carolina Power and Light, and the South 
Carolina Power Company, were “not entitled 
to any injunction in any event. The court holds 
that the PWA statutes of the Emergency Re- 
lief Appropriations Act are not unconstitu- 
tional.” The opinion stated: 

“The court further holds, under the binding 
authority of the recent opinion of the Circuit 
Court of Appeals of the Fourth Circuit in the 
Greenwood county (Buzzard Roost) case, that 
the plaintiff companies are not entitled to an 
injunction in any event ; that the damage which 
they will suffer is that arising purely from 
competition and that this gives no right to 
equitable relief.” 

The decision came after long litigation over 
proposed construction of the development in 
the Santee basin of coastal South Carolina, 
with the three private utility companies ar- 
rayed against the state public service author- 
ity and the Public Works Administration. 

In the hearings begun before Judge Glenn 
on March 10th, the utilities contended that the 
plant would offer “injurious competition” to 
existing power plants; that diversion of the 
waters of a navigable stream (Santee river) 
was unlawful; that the loan the government 
would make through the PWA would be un- 
secured and illegal, and that the PWA was in 
effect “tampering” with intrastate power rates. 

The defense contended that the development 
would enable the power concerns to buy elec- 
tricity cheaper than they could generate it; 


that the agreement between the South Caro- 
lina Authority and the PWA assured the re- 
tention by the Authority of the power to fix 
rates and control the admintfstration of the 
project, and that the relation between the two 
would largely be a banking one. 


State-Operated Plants Studied 


Oye re - General A. J. Beattie, secre- 
tary of the state rural electrification au- 
thority, recently declared that there are defi- 
nite possibilities of the authority generating its 
own power for REA lines in the state. The 
comptroller general was commenting on an 
announcement from Washington on August 
30th by Governor Olin D. Johnston that he 
had discussed establishment of generating 
plants with REA officials there and found them 
“favorable” to the idea. 

Mr. Beattie was present at the Washington 
conference. He said that the Federal officials 
regarded the rates charged by power compa- 
nies for rural service as “too high,” and think 
that “one cent per kilowatt hour is high 
enough.” 

Present rates charged by power companies 
in the state range from 1.45 cents to 2 cents, 
Mr. Beattie explained. Rates are lower in sec- 
tions where the population is thicker. He 
stated : 

“The plan of generating our own power is 
entirely feasible and figures we have show that 
the power could be generated for sale at a 
lower rate than many of the rural customers 
now are getting.” 

No definite projects have yet been entered 
into for generating plants, he explained, but 
added that the idea is “being given very serious 
consideration especially since we got Seeseciile 
reaction in Washington.” Already there are 
350 miles of lines operating under the REA. 


© 
Utah 


Phone Company Cited 
T= Mountain States Telephone and Tele- 
graph Company was cited on September 
10th by the state public service commission to 
show cause why it should not comply with an 
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order of the commission for elimination of the 
extra charge on handset telephones. 

The company was ordered to appear before 
the commission September 30th and show why 
it should not eliminate the charge of 15 cents 
a month, as of September Ist. In a commission 
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order of June 10th, the commission said it was 
its belief “that the added charge of 15 cents 
per month for a handset is no longer justified 
and that the same should be eliminated, effec- 
tive September 1, 1937.” 

In a recent letter to the state commission, 
C. A. Alston, Utah manager of the company, 
set forth the reasons why the company had 
not seen fit to comply with the order. In the 
first place, he pointed out, the company had 
not had an opportunity to be heard formally 
before the order was issued. He said: 

“The available supply of handsets would be 
inadequate to meet the demand if the charge 
were taken off, and it would be impossible to 


get equipment fast enough and train men fast 
— to meet the demand of the public in a 
satisfactory way. 

“It also would mean the junking of about 
$130,000 worth of good equipment in the form 
of desk and wall sets, which has not yet 
reached the end of its serviceable life. This 
would be an uneconomical thing, the cost of 
which would have to be met by the public.” 

Mr. Alston said it has been the policy of the 
company to reduce the handset charge from 
time to time as the equipment has been made 
more reasonable in price through mass pro- 
duction methods. The original charge was 50 
cents a month, with no limit as to time. 


Washington 


Company Seeks Interest 


A HE Puget Sound Power & Light Company 
on September 2nd filed a $208,400 claim 
against the city of Seattle because of the 
failure of the city to pay its semiannual in- 
terest on railway purchase bonds. The power 
company stated the money was due it as inter- 
est on $8,336,000 in bonds issued by the city 
when it purchased the system in 1919. 


“During the 30-day period immediately pre- 
ceding September 2nd the gross revenues de- 
rived by the city from the operation of the 
municipal railway system were substantiall 
in excess of $208,400,” Fred W. Brownell, 
power company treasurer, said in the claim. 
Such gross revenues were more than sufficient 
to pay the semiannual interest instalment which 
was payable to the company September Ist, the 
claim continued. 


Wisconsin 


Appeals for Phone Tax 
Reduction 


TE Wisconsin Telephone Company on 
September 4th appealed to the state pub- 
lic service commission for rehearing on the 
commission’s order refusing transfer of the 
emergency tax levied on the company by the 
1937 legislature to its subscribers. 

The company’s demand for rehearing was 
interpreted by commission officials as laying 
the foundation for early appeal to the courts 
on the ground that the commission’s refusal 
constituted a violation of the Wisconsin and 
Federal Constitutions. 

The company’s request for the right to make 
subscribers pay $533,014 of the emergency tax 
levy was denied by the state commission last 
month in an order which not only dismissed 
the plea for a 4.4 per cent surcharge as un- 
reasonable, but blasted the company for charg- 
ing normal rates which it said are 8 per cent 
excessive. In its request for a rehearing the 
company contended that the commission’s re- 
fusal to permit the rate increase violated state 
and Federal Constitutions in denying the com- 
pany the equal protection of the laws. 

Moreover, attorneys for the company 
claimed that the commission’s determination 
of the investment for furnishing various types 
of service is unlawful and unreasonable, that 
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for a long time prior to the commission’s or- 
der the company has found a 6 per cent return 
on property used and useful inadequate to pro- 
duce a reasonable return and maintain com- 
pany credit, and that the order is unreasonable, 
illegal, and void in denying the company 
written approval of the change in schedules, 
and thus compelling the company to furnish 
service at rates which are illegal, unconstitu- 
tional, and void. 


WDA Act Held Constitutional 


mrcuir Judge Alvin C. Reis on September 
cs 11th upheld the constitutionality of the 
Wisconsin Development Authority Act in its 
entirety in a broad decision which knocked out 
the seven charges of unconstitutionality leveled 
against the state power act. 

Popularly known as “the little TVA” act, 
the law, passed by the 1937 state legislature, 
appropriates $60,900 a year to the WDA to 
promote and encourage creation of municipal 
power districts, organization of rural electric 
coéperatives, and expansion of municipal own- 
ership of utilities generally. 

Early appeal of Judge Reis’s decision to the 
state supreme court was expected to be 
launched by Secretary of State Theodore 
Dammann, who challenged validity of the law 
after three taxpayers threatened to sue. 
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Temporary Rates Fixed under New Pennsylvania Statute 


HE Pennsylvania Public Utility 

Commission, operating under §310 
of the Public Utility Law, which em- 
powers the commission to establish tem- 
porary rates to be charged pending final 
determination of a rate investigation, 
established such rates for the Duquesne 
Light Company. The commission made 
no attempt to translate into the rate re- 
duction matters that were in substantial 
dispute but preserved for more minute 
study and future determination those 
matters wherein there was a general 
difference of opinion or upon which the 
present record was not sufficiently clear 
to afford the commission the basis of 
exact decision. The commission allowed 
certain elements in the rate base as 
operating expenses -without agreeing to 
their validity. 

Values contained on the books of the 
predecessor companies reflecting condi- 
tions and costs at the time of construc- 
tion were held to be the best evidence of 
original cost of the property. The com- 
mission aimed to eliminate from the ele- 
ments comprising the rate base upon 
which the consumer would pay a return 
any reflection of book profit accruing to 
a parent holding company through which 
purchases of property had been made in 


excess of book cost. The commission 
disallowed as part of the rate base over- 
heads which were not reflected in the 
actual cost of construction shown on the 
company’s books and also deducted con- 
tributions in aid of construction. 

The commission expressed the opinion 
that it should not be content to prescribe 
the allowable return to which a utility 
is entitled but that one other step is 
equally essential ; namely, that of indicat- 
ing the character of the tariff under 
which the utility should operate. There 
was said to be ample power in the statute 
to permit the commission to prescribe 
tariffs and the commission referred to 
the recent opinion of the superior court 
in Pennsylvania Power & Light Co. vw. 
Public Service Commission (1937) 19 
P.U.R.(N.S.) 433, where the court sug- 
gested that the commission exercise this 
prerogative. Discrimination between 
classes of customers was ordered elimi- 
nated and the company was required to 
simplify schedules. The present tariffs 
were described as so complicated as to 
discourage study, if not incomprehensible 
to the ordinary consumer. Pennsylvania 
Public Utility Commission v. Duquesne 
Light Co. (Complaint Docket No. 
11405). 


Commission Order Supersedes Judgment of Court 
As to Water Right 


A order of the California commis- 
sion fixing rates for irrigation serv- 
ice and authorizing discontinuance of 
service for the purpose of watering stock 
was sustained by the California Supreme 
Court although this effected a change in 
the obligation of the utility company as 
established by a previous judgment of 
the superior court. The ruling was 
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based upon the exclusiveness of commis- 
sion jurisdiction over public utilities. 
The court held that the commission has 
exclusive jurisdiction over the regula- 
tion and control of the public utility and 
may take any necessary action to the 
proper and complete exercise of that 
jurisdiction. Moreover, in the exercise 
of such jurisdiction the commission may 
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set aside any order or determination of 
the court in matters coming under such 
exclusive jurisdiction. The decision of 
the commission in matters affecting pub- 
lic utilities is final and conclusive except 
as the same is restricted by statutory pro- 
visions for a writ of review in certain 
matters. 

A contention that by the earlier judg- 
ment of the court the water users had 
established their title to a specified quan- 
tity of water both for irrigation purposes 
and for domestic purposes was over- 
ruled. The court said that if by this con- 
tention they claimed that by the judg- 
ment they were decreed a private right 
or estate to the waters in the irrigation 
canal, they were in error, since no private 
estate can be created in property devoted 
to a public use; a consumer of water 


cannot have a water right in the sense of 
a private freehold interest in the real 
estate of the distributing company. His 
right is simply a right of service, which 
right is subject to control and regulation 
by the commission. 

The action of the commission in 
establishing rates was sustained although 
it was contended that the water users 
were unable to pay the rates. It was de- 
clared that neither the court nor the 
commission may fix a rate which would 
confiscate the property of a public utility, 
notwithstanding the inability of the users 
to pay. The evidence showed that the 
rates would not produce sufficient 
revenue to maintain the plant. Such 
rates, it was declared, are neither un- 
Railroad Commission (70 P. (2d) 164). 
Railroad Commission (70 P. (2d) 164.). 


e 
Telephone Rates for Fraternity Halls, Churches, and Schools 


HE Wisconsin commission was of 

the opinion that there should be no 
separate classification for fraternity 
halls, churches, and schools served by a 
telephone company, in the absence of evi- 
dence to justify such classification. The 
commission said : 


This class of subscriber should be charged 
with the business or the residence rate de- 


pending upon the use which is made of the 
service. If the average use of this service is 
approximately the same as the average 
residential use, the commission has no ob- 
jection to the company charging residence 
rates. If the use is in excess of average 
residential use, we believe it no more than 
reasonable to charge business rates. 


Re Baldwin Telephone Exchange (2- 
U-1123). 


e 


Showing of Public Necessity Not Required on Application 
to Transfer Certificate 


HE Pennsylvania Public Utility 

Commission approved the beginning 
of the exercise of the right and privilege 
of operating motor vehicles as a common 
carrier for the transportation of property 
as an incident to the transfer of rights 
authorized under a certificate held by an- 
other. A competitor contended that the 
application should be refused for failure 
to present witnesses as to the necessity 
for the service because of the policy set 
forth in a decision by the former public 
service commission requiring such evi- 
dence irrespective of any previous find- 
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ings by the commission of such necessity 
in its original approval of the service. 
This ruling had been based upon the pro- 
visions of the Public Service Company 
Law which specified that commission ap- 
proval should be given “only if and when 
the commission shall find or determine 
that the granting of the application is 
necessary or proper for the service, ac- 
commodation, convenience, or safety of 
the public.” 

The public utility commission, after 
stating that the same requirements as to 
approval were contained in the present 
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Public Utility Law which superseded the 
law under which the public service com- 
mission had operated, made this state- 
ment: 


We cannot agree with our predecessor's 
interpretation of this statutory requirement. 
We do not believe that it should be applied 
so literally in proceedings where the only 
question involved is a transfer of rights for 
which there was a previous finding of pub- 
lic necessity as in applications for approval 
of the right to begin a new service. It is 
entirely possible and, indeed, quite probable 


that such a literal construction might de- 
prive an operator of a valuable property 
right obtained by a considerable period of 
faithful and efficient service to the public 
when, because of age, ill health or other 
substantial reason, he is unable to continue 
the business. Furthermore, the very con- 
tinuance of the business over a period of 
years is an indication of public demand and 
necessity for the service. 


Re Grimm et al. (Application Docket 
No. 34977, Complaint Docket Nos. 11282 
and 11283). 


Certificate of Convenience Not Required 
for Membership Corporation 


HE Johnston County Electric Mem- 
bership Corporation was organized 
under the North Carolina laws enacted in 
1935, which contained a provision that 
the act was complete in itself and should 
be controlling and that the provisions of 
any other law should not apply to a cor- 
poration formed under the act. The su- 
preme court of North Carolina sustained 
a lower court ruling that the corpora- 
tion was not required to obtain from the 
utility commissioner a certificate that 
public convenience and necessity required 
or would require the construction and 
operation of its facilities. Certificates are 
required under a law enacted in 1931. 
This ruling was made in a suit by the 


Carolina Power and Light Company to 
restrain operations. It was contended 
that the corporation had wrongfully and 
unlawfully caused customers of the com- 
pany to violate their contracts or agree- 
ments with the utility company. Denial 
of the injunction was affirmed on the 
ground of inapplicability of the certifi- 
cate law, but the judges were evenly 
divided in opinion as to whether there 
was error in the judgment dismissing 
the action on the ground that there was 
no evidence at the hearing tending to 
show such interference with customers. 
Carolina Power & Light Co. v. Johnston 
County Electric Membership Corpora- 
tion et al. (192 S. E. 105). 


Customer Allowed to Recover Difference between 
Contract and Schedule Rates 


n the theory that after applicable 
O rates had been filed with and ap- 
proved by the public service commission 
contract rates were illegal, a customer 
of an electric utility was held entitled to 
a refund for the difference between 
charges under the contract and charges 
which would have been proper under the 
filed schedule, in a case decided by the 
supreme court of Missouri. The con- 
tract had been entered into prior to the 
enactment of the Missouri Public Serv- 
ice Commission Law but the court held 
that such contracts could not limit regu- 
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lation under the law. Commission power, 
it was said, overrides all contracts. 

Since the public service commission is 
not a court, it was held that it can neither 
enforce, construe, nor annul contracts 
but deals with public utilities upon the 
theory of public service without regard 
to any contract. The Public Service 
Commission Law was construed to re- 
quire that prior agreements as to rates 
and service should be reclassified within 
a reasonable time after the effective date 
of the law; if not, equality in rates and 
service would not be established. 
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The company which had first made the 
contract with the customer had turned 
over its business to a parent corporation, 
but its corporate entity had been pre- 
served for the purpose of collecting rates 
fixed by contract. The court, however, 


held that there was not an actual con- 
tinuation as a separate public utility but 
the service furnished was the service of 
the parent corporation. May Department 
Stores Co. v. Union Electric Light & 
Power Co. et al. (107 S. W. (2d) 41). 


Commission Refuses Approval of Enterprise 
Which Is Likely to Fail 


A application for a certificate to 
operate a motor coach line over the 
Golden Gate bridge and into territory 
north of the bridge across from San 
Francisco was denied by the California 
commission on the ground that the enter- 
prise seemed foredoomed to failure and 
that there was not a showing of sufficient 
financial backing. Approval of security 
issues for the enterprise was also de- 
nied. 

The commission enumerated the ma- 
jor problems presented by an application 
for a certificate to operate a common 
carrier service as follows: 

(1) Ability of the applicant to operate 
properly. 

(2) Ability of the applicant to main- 
tain its proposed schedules. 

(3) Applicant’s financial responsibil- 
ity. 
(4) Protection of the investing public. 
(5) Ultimate effect upon the traveling 
public if the application is granted. 

The company proposed to issue and 
sell $1,500,000 of stock and to use 15 per 
cent of the par value of the stock sold 
to pay brokerage or commission charges. 
Less than 80 per cent of the proceeds 
would be used to acquire busses and 
equipment, service cars, machinery, tools, 


buildings, furniture and fixtures, ma- 
terials and supplies, and working capital, 
but 21.10 per cent of the proceeds would 
be used to pay stock selling, legal fees, 
organization, and preliminary expenses 
or for purposes not specified. The com- 
mission said that such an overhead ex- 
pense was unwarranted and beyond rea- 
son. The commission continued : 


We cannot on the basis of the record re- 
gard this undertaking other than a promo- 
tional enterprise in which the organizers do 
not come forward with any money in hand 
to finance the enterprise. They have sub- 
mitted no evidence of either their ability or 
inclination to supply a substantial portion 
of the funds needed by applicant. As the 
matter has been presented to this commis- 
sion the proponents intend to secure by sale 
of stock to outsiders practically all the 
money necessary to establish the service. 


The commission, although not under- 
taking to guarantee to either a utility or * 
to the investor success and dividends, 
declared that it was charged, among its 
primary duties and functions, to protect 
the investing public from any promotion 
upon whose very face appeared the 
likelihood of failure and disaster. Re 
Bridge Bus Lines Corporation (Deci- 
sion No. 29932, Application No. 
20053). 


Application of Water Extension Rules 


A’ pointed out by the Wisconsin com- 
mission in a recent case, a rule for 
extension of water mains a specified dis- 
tance for each new customer along the 
line may be liberally construed so as to 
consider a municipality itself a potential 
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consumer for from 50 per cent to 60 per 
cent of the cost of the extension for fire 
protection. Such consideration, it was 
pointed out, would mean that domestic 
or other consumers would contribute the 
amount of the cost of construction in 
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excess of 100 feet or more per consumer 
rather than 50 feet as stipulated in the 
rule. This interpretation, it was said, 


had been applied in many cases where a 
similar rule was effective. Re Village of 
Highland (2-U-1115). 


Judicial Powers Not Possessed by Federal Commission 


EGULATORY commissions, according 
to well-established principles, do 
not possess judicial powers. This rule 
has recently been applied in a case before 
the Louisiana Supreme Court involving 
the licensing of a radio broadcasting sta- 
tion. The court held that the Federal 
Communications Commission cannot be 
called on to decide disputes of a personal 
or private nature between individuals 
such as a dispute over a licensing con- 
tract. A state court was held to have 
jurisdiction of such a question. 


The owner of a broadcasting station, 
holding a license from the Federal com- 
mission, had contracted with the 
Southern Broadcasting Corporation to 
act as manager of the station for a term 
of years. The corporation was to receive 
the gross income from the station, pay 
all operating expenses, and pay sustain- 


ing fee and percentages due to the station 
owner. 


Suit was started by the corporation 
against the station owner on the ground 
that he had interfered with the manage- 
ment of the station and had disrupted its 
business and had virtually retaken pos- 
session and charge of the station with 
the aim and purpose of compelling the 
corporation to relinquish its rights under 
the contract. The civil district court had 
sustained an exception to its jurisdiction 
and dismissed the suit, but the supreme 
court held that the lower court had juris- 
diction to consider and dispose of a 
claim for damages and to determine the 
extent to which the court might grant an 
injunction without violating the Federal 
Communications Act. Southern Broad- 
casting Corporation v. Carlson (175 So. 
587). 


Other Important Rulings 


OMPLAINT was made to the North 
Dakota commission by a represen- 
tative of a switched telephone line which 
had nineteen subscribers asking that ad- 
ditional switching service be furnished 
from noon until 10 o’clock on Sunday. 
Only eighty - five subscribers on all 
switched lines were served. The commis- 
sion denied the petition for additional 
hours of service since the other users of 
service were apparently satisfied with the 
present arrangement and additional serv- 
ice would mean an increase in rates to 
all of them. Sheyenne River Telephone 
Co. v. Swenson Telephone Exchange 
(Case No. 3615). 


The Pennsylvania commission refused 
to modify a damage award for property 


taken, injured, or destroyed by reason 
of the construction of a railroad bridge 
and the approaches thereof, by adding in- 
terest, on the ground that prior to deter- 
mination of damages sustained no debt 
was owing and the landowner had merely 
a claim for unliquidated damages, while 
after such determination any delay was 
the natural consequence of the claimant’s 
action in seeking modification of the 
award, it being assumed that in all cross- 
ing elimination projects payment of com- 
pensation would be made with reason- 
able promptness. Re Miller (Application 
Docket No. 34912). 


The Wisconsin commission, in author- 
izing a municipal waterworks to con- 
struct a new well and make other im- 
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provements, decided that the authoriza- 
tion should be accompanied by an order 
requiring the metering of consumers in 
order to avoid discrimination and waste 
of water. Re Village of Hammond (CA- 
485). 


In view of questions arising concern- 
ing the scope of permits issued informally 
during the early years of motor carrier 
regulation by the Colorado commission, 
the commission issued notices to holders 
of permits requiring applications for 
their clarification. On such an application 
the commission held that the question in- 
volved was not the granting of an exten- 
sion or the giving of additional authority 
but merely the clarification and deter- 
mination of actual rights under the orig- 
inal permits. Re Burbridge (Application 
No. 3856-PP, Decision No, 9947). 


The New Hampshire commission, in 
approving revised electric rates, ex- 
pressed the opinion that the application 
of a formula based on a percentage of 
connected load of appliances should be 
only temporary and should cease when 
actual demand measurements are substi- 
tuted for the active connected load count. 
The commission also believed that the 
spread between general service rates and 
domestic rates should not be unduly great 
but that where service costs are some- 
what comparable, customers should not 
be served at rates which result in widely 
differing charges for the same number of 
kilowatt hours. Re New Hampshire Gas 
& Electric Co. (I-R4136, Supplemental 
Order No. 3273). 


The North Carolina commissioner 
approved a contract between a telephone 
company and an affiliated company 
which provided for the solicitation 
of advertisements and the printing of 
telephone directories upon its being 
shown that the contract was fair and 
reasonable and advantageous to the com- 
pany and that it had been entered into in 
good faith without realizing that the pro- 


visions of the statute relating to affiliated 
companies were applicable. The contract 
was approved by an order entered nunc 
pro tunc as of date, March 24, 1934, al- 
though the application for approval was 
not made until 1937. Re Durham Tele- 
phone Co. 


The Missouri commission denied an 
application requesting the commission to 
authorize motor transportation com- 
panies to license tractors instead of an- 
nually licensing the trailers pulled by the 
tractors. The commission held that a 
saving in expenses and amount of 
license fees by such a method would be 
illegal and in contravention of the Mis- 
souri statutes, which contemplate the use 
of operating units consisting of power 
unit and trailer. Re Yellow Cab Transit 
Co. et al. (Case No. T-5799). 


The superior court of Pennsylvania 
held that while the public service com- 
mission was given power to approve a 
merger of telephone lines, it had no 
power to compel such a merger even 
though it might be to the general advan- 
tage of the patrons. Hatmaker v. Public 
Service Commission (193 Atl. 123). 


The Pennsylvania commission sus- 
tained the action of an electric utility 
company in discontinuing service for 
nonpayment of a customer’s bill although 
the company held a deposit exceeding 
the amount of the bill. Henry v. Penn 
Central Light & Power Co. (Complaint 
Docket No. 11375). 


The Pennsylvania commission was of 
the opinion that a copy of the map of 
territory to be served by a cooperative 
association should be filed with any pub- 
lic utility serving the area with light or 
power, in order to prevent unnecessary 
conflict of interests and complications 
productive of delay. The Public Utility 
Law limits private company extensions 
if codperatives have filed a map. Re Gen- 
eral Order No. 28, Supplement No. 1. 


Nore.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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PENNSYLVANIA POWER & L. CO. v. PUBLIC SERVICE COM. 


PENNSYLVANIA SUPERIOR COURT 


Pennsylvania Power & Light Company 


v. 


Public Service Commission of 


Pen nsylvania 


(— Pa. Super. Ct. —, 193 Atl. 427.) 


Appeal and review, § 74 — Statutes applicable — Legislative changes. 
1. Parties are entitled to present their arguments on the basis of the present 
law on an appeal from a Commission rate order entered prior to a statu- 
tory change concerning procedure on appeal and particularly affecting the 
scope of the court’s inquiry, p. 435. 


Statutes, § 22 — Change — Effect on pending proceedings. 

2. A change in the statute relating to appeals from Commission rate orders 
so as to limit the court’s inquiry to matters of law instead of making it 
the duty of the court to consider the entire record of the proceedings be- 
fore the Commission, and on its own independent judgment to determine 
whether or not the findings made and the valuations and rates fixed by 
the Commission are reasonable and proper, as provided for in the former 
statute, is procedural and affects pending litigation in so far as it is pos- 
sible to conform to, and give effect to, the change in the law, p. 435. 


Public utilities, § 49 — Subsidiary producing and transmission companies. 
3. The properties of a natural gas producing company and of a natural 
gas transportation company, both subsidiaries of a natural gas distributing 
company, are but arms of the distributing company and are affected with 
a public interest, p. 437. 


Appeal and review, § 48 — Commission decisions — Conclusiveness — Rates. 
4. Findings of the Commission as to the reasonableness of rates are con- 
clusive if supported by substantial evidence unless there was some irreg- 
ularity in the proceeding or some error in the application of the rules of 
law, p. 440. 


Appeal and review, § 48 — Commission decisions — Rate-making unit. 
5. Whether an operating division of a gas company should be taken as 
the rate-making unit, excluding the remainder of the territory supplied by 
the company, is a matter within the sound discretion of the Commission, 


p. 440. 


Expenses, § 17 — Excessive cost — Mistakes of management — Gas supply. 
6. Mistakes of management in making investments in, and in constructing, 
a natural gas main line to transport gas to a distributing point, under a 
plan adopted contrary to well established and prudent practice, should not 
be borne by the consumers, p. 440. 
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Expenses, § 135 — Natural gas supply — Evidence as to gas price. 

7. A main gate rate for natural gas as an expense of a gas distributing 
company is not sustained by the evidence when based upon a cost at the 
wells which is based upon a price at which considerable gas may have been 
purchasable, if there is no evidence that gas can in a few years be pur- 
chased at that price or that it will then be available even at a higher price, 
the record being void of evidence that will even support an inference that 
the company can so secure an adequate supply, although, on the other hand, 
the company may not be entitled to a return upon all that it claims to have 
invested in the production of gas, p. 440. 


Commissions, § 44 — Jurisdiction — Managerial matters. 
8. A public utility company may manage its own affairs, and neither the 
Commission nor the court is authorized to interfere except for the special 
purposes mentioned in the Public Utility Law, p. 440. 


Valuation, § 98 — Accrued depreciation — Sinking-fund method — Disregard 
of observation. 
9. Application of the 4 per cent sinking-fund method exclusively to deter- 
mine accrued depreciation, ignoring all evidence as to the condition of the 
plant as shown by observation except in setting up a theoretical life for 
the parts of the plant, is not in conformity with law, p. 443. 


Return, § 50 — Confiscation — Uniform rate determined by resolution. 
10. A Commission’s finding as to rate of return to be allowed, on the 
basis of a rate previously established as fair by Commission resolution, is 
not in conformity with the law and violates constitutional rights of the 
public utility, p. 443. 


Return, § 44 — Factors considered — Risks and uncertainties. 


11. A rate of return fixed without consideration of the risks and uncer- 
tainties involved is erroneous, p. 443. 


Return, § 26 — Factors affecting reasonableness — Rates on corporate loans. 
12. The rates at which corporate loans are being currently refinanced is 
not the criterion in establishing the rate of return to be allowed a natural 
gas company, p. 443. 


Return, § 1 — Fixing by resolution. 
13. The rate of return allowable is a fact to be determined from the evi- 
dence like any other fact and not by a standing resolution of the Commis- 
sion, p. 443. 


Valuation, § 209 — Property included — Auxiliary gas manufacturing plant. 
14. The question for the Commission and for the court in determining 
whether a gas manufacturing plant should be retained in the rate base of 
a company which has changed from artificial gas to natural gas is whether 
there is evidence from which it may be concluded that good management 
will require the company at the time of investigation to junk its manu- 
factured gas plant; the presumption is in favor of the proper exercise of 
the duties of those charged with the management of the company, p. 445. 


§ 82 — Duty of Commission — Prescribing tariff. 

15. The Commission in determining whether rates prescribed by a tariff 
are fair and reasonable, if it finds that the rates are too high, must either 
indicate a proper charge or furnish a basis which will enable the utility 
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to file a proper tariff, in a case where the tariff rates are out of line with 
rates charged by other companies, natural gas is in competition with other 
fuels, and the tariffs of the company are complex, p. 447. 


Procedure, § 30 — Findings by Commission. 


16. The Commission, exercising delegated power, must make such findings 
that on a review by the court it is possible to determine whether one af- 
fected by the Commission’s determination has been deprived of legal 
rights, p. 447. 
§ 134 — Reasonableness — Comparative rates. 
17. Evidence of comparative rates for natural gas is not only admissible 
and proper for consideration together with other facts in the case but 
should have much probative weight when there is a large discrepancy be- 
tween the rates under investigation and rates charged by other companies, 
although comparative rates are not conclusive and sometimes are only of 
slight probative value, p. 447. 
§ 381 — Natural gas — Competitive fuel prices. 
18. Evidence as to the price that will be paid for natural gas in competi- 
tion with other fuels should have the careful consideration of the Com- 
mission in the fixing of a proper rate, p. 447. 

Rates, § 293 — Ready-to-serve charge. 
19. A reasonable ready-to-serve charge is fair, p. 447. 


on the : i 
ution, isjm Rates, § 61 — Reasonableness — Amount of consumption. 
; of the 20. A reasonable reduction in price proportionate to the amount of natural 
gas consumed is fair, p. 447. 
Discrimination, § 17 — Spread in prices — Natural gas rates. 
1 uncer- 21. A wide spread in prices presented by natural gas rate tariffs raises a 
P age y 8 
serious question as to their fairness and reasonableness and provokes con- 
bicsitin sideration of a question as to whether they are discriminatory, 447. 
oans. 
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Parker, J.: [1, 2] This is an 
appeal by the Pennsylvania Power & 
Light Company from orders of the 
Public Service Commission in a pro- 
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ceeding instituted by the city of Wil- 
liamsport and others on complaints 
alleging that appellant’s rates were 
excessive and unreasonable. We are 
all of the opinion that the case can- 
not and ought not to be finally dis- 
posed of on the record as it now 
stands, and that for three principal 
reasons. While this appeal was 
pending and before it could be dis- 
posed of, radical changes were made 
by the legislature in the public utility 
laws concerning procedure on appeals 
to this court and particularly affect- 
ing the scope of our inquiry. The 
parties are entitled to present their 
arguments on the basis of the pres- 
ent law. Certain of the Commis- 
sion’s findings and conclusions are 
not sustained by the evidence. The 
Commission should have gone farther 
than it did in the order from which 
this appeal was taken and either have 
prescribed a tariff or have indicated 
at least the average price which the 
respondent is entitled to charge for 
natural gas. 

Recognizing the unavoidable de- 
lays which prolong the periods of liti- 
gation to a matter of years in cases 
of this nature, and to the end that 
there may be a minimum of delay, 
we will discuss what we regard as 
vital questions, the proper determina- 
tion of which is essential to a final 
order. 

1. Shortly after this appeal was 
argued, the act of July 26, 1913, P. 
L. 1374, known as the Public Serv- 
ice Company Law, with its supple- 
ments and amendments (66 PS, § 1 
et seq.) was replaced by the act of 
May 28, 1937, P. L. —, effective 
June 1, 1937. We will refer to these 


statutes as the old and the new law. 
436 
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By the old law (§ 22) as amended 
by act of June 12, 1931, P. L. 530 
(66 PS, § 836), it was required that 
on an appeal this “court shall, upon 
the record certified to it by the Com- 
mission, determine whether or not the 
order appealed from is reasonable and 
in conformity with law: Provided, 
however, That in every appeal taken 

involving a question of the 
reasonableness of rates .. it 
shall be the duty of the court to. con- 
sider the entire record of the proceed- 
ings before the Commission, includ- 
ing the testimony, and, on its own in- 
dependent judgment, to determine 
whether or not the findings made and 
the valuations and rates fixed by the 
Commission are reasonable and prop- 
er.” By § 1107 of the new law, des- 
ignated as the “Public Utility Law,” 
it is provided that in case of appeals 
to this court, “the order of the Com- 
mission shall not be vacated or set 
aside either in whole or in part ex- 
cept for error of law or lack of evi- 
dence to support the finding, determi- 
nation, or order of the Commission 
or violation of constitutional rights.” 

This appeal involves the reason- 
ableness of rates and in such matters 
the new law makes a radical change 
in the scope of the inquiry by this 
court, limiting our inquiry to matters 
of law and thereby placing appeals 
involving a question of reasonable- 
ness of rates on the same basis as 
other appeals. 

The change is procedural and af- 
fects pending litigation in so far as it 
is possible to conform to and give ef- 
fect to the change in the law. “ ‘Leg- 
islation which affects rights will not 
be construed to be retroactive unless 
it is declared so in the act. But. 
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where it concerns merely the mode of 
procedure, it is applied, as of course, 
to litigation existing at the time of 
its passage. Procedure is a 
matter of statutory regulation, and, 
unless prevented by the Constitution, 
the legislature may alter it at will, 
provided the obligations of contracts 
are not impaired; but where the rem- 
edy is not entirely taken away, and 
the scope of the powers or duties of 
the hearing tribunals are merely en- 
larged, no contract is impaired.’ 
Kuca v. Lehigh Valley Coal Co. 
(1920) 268 Pa. 163, 166, 110 Atl. 
731. Also, see Kille v. Reading Iron 
Works (1890) 134 Pa. 225, 19 Atl. 
547; Lane v. White (1891) 140 Pa. 
99, 101, 21 Atl. 437. In Re Long’s 
Appeal (1878) 87 Pa. 114, the liti- 
gation was between individuals and 
the Pennsylvania Railroad Company. 
It was held that a change in legisla- 
tion whereby an appeal was given did 
not affect substantive rights since it 
was a mere change in remedy and did 
not affect vested rights.” Kunze v. 
Duquesne (1937) 126 Pa. Super. Ct. 
43, 47, 190 Atl. 538, 540. 


It is therefore apparent that there 
is a different question presented for 
our determination than that dis- 
cussed by the parties in their oral ar- 
guments and briefs, and they are en- 
titled to be heard on the matters now 
for consideration, to wit, whether the 
findings are supported by competent 
evidence, whether the law has been 
properly applied, and whether any 
constitutional rights are violated. 

2. Before indicating the additional 
findings that should be made, we will 
consider the report of the Commis- 
sion and point out certain vital mat- 
ters wherein we believe there is er- 
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ror, in that the findings and conclu- 
sions are not in conformity with law 
or are not supported by the evidence. 
For many years the respondent and 
its predecessors have been supplying 
manufactured gas in the Williams- 
port metropolitan area and also in 
territory as far east as Bloomsburg. 
It operated a number of plants for 
the manufacture of gas and supplied 
gas from Williamsport on the west 
to Sunbury and Selinsgrove on the 
east and south through a connected 
system. It maintained 54 miles of 
transmission lines and 212 miles of 
distribution mains. The manufac- 
tured gas supplied had a heating val- 
ue content of 520 B.T.u. units per 
cubic foot. Natural gas was not 
available to consumers in the areas 
supplied by the respondent until 1930 
when gas was discovered by pros- 
pectors in Tioga county, at a location 
about 50 miles north of Williamsport. 
This field produced gas in consider- 
able quantities from what is known as 
the Oriskany sand, and later develop- 
ments have extended the field of pro- 
duction to counties east of Tioga in 
Pennsylvania and adjoining counties 
in southern New York. 

[3] During 1931, the respondent 
caused to be organized a corporation 
known as North Branch Develop- 
ment Company for the purpose of 
prospecting for and producing natu- 
ral gas. This subsidiary acquired ap- 
proximately 60,000 acres of prospec- 
tive territory in the Tioga field and 
developed several producing wells 
with an initial open flow production 
of 21.5 million cubic feet daily. The 
development company also contracted 
for the purchase of gas from other 
producers and in turn contracted 
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with the paramount company, the re- 
spondent, for a supply of gas. 

The respondent also caused to be 
organized a transportation company 
known as the Susquehanna Gas Com- 
pany, organized under the Natural 
Gas Act. That subsidiary construct- 
ed a 14-inch transmission line ap- 
proximately 55 miles in length, ex- 
tending from the Tioga field to East 
Montoursville, near Williamsport, 
which latter point we will refer to as 
the “main gate” to the area of con- 
sumption. It also constructed and in- 
stalled gathering lines and then con- 
tracted with the parent company to 
transport gas from the field to East 
Montoursville. The natural gas pro- 
duced in the Oriskany sand had a 
heating value content of approximate- 
ly 1,020 B.t.u. Properties of both 
of these companies are but arms of 
the respondent and are affected with 


a public interest. 

The respondent having determined 
to supply its consumers with natural 
gas in place of manufactured gas 
filed new tariffs; that for the Wil- 


liamsport metropolitan area was 
known as P. S. C. Pa. No. 35 and 
Supplement No. 1, and fixed the rate 
to consumers in private homes at $1 
per month for the first 200 cubic feet 
whether consumed or not (or at the 
rate of $5 per thousand cubic feet), 
$2 per thousand for the next 1.3 
thousand cubic feet, and $1.60 per 
thousand for all in excess of 1.5 
thousand cubic feet per month. It 
also provided a lower rate for gas 
used by domestic consumers for house 
heating by separate meter. The tar- 
iffs fixed the price of the commodity 
in terms of therms, a therm repre- 
senting the heating value expressed 


by 100,000 B.t.u. For convenience 
and clarity we have translated therms 
into cubic feet, assuming natural gas 
to contain 1,000 B.T.u. per cubic foot 
as prescribed by the tariffs. In fact, 
the gas is metered to consumers by 
the cubic foot and not by therm. 
Another tariff covered an area far- 
ther from the source of supply and 
fixed rates somewhat higher for the 
portion of the Williamsport operat- 
ing division outside of metropolitan 
Williamsport. The Commission dis- 
missed that part of the complaint 
which alleged that this difference in 
rates was discriminatory and that 
complaint is not now involved in this 
appeal. The tariffs in question effect- 
ed a reduction to consumers of 18.4 
per cent, taking into account the fact 
that the heating value of the natural 
gas supplied was approximately twice 
that of the manufactured gas former- 
ly supplied. When the company was 
ready to supply natural gas, it at its 
own expense spent approximately 
$175,000 in adjusting the consumers’ 
appliances for the use of natural gas. 

On August 3, 1936 (16 P.U.LR. 
(N.S.) 65), the Commission filed its 
report which included findings as to 
the fair value of the property used 
and deemed by the Commission to be 
useful in the respondent’s business, 
estimates of operating expenses, and 
other items affecting gross and net 
allowable revenues, and then fixed the 
gross annual operating revenue in the 
Williamsport operating division at 
$346,234 for the period from April 
1, 1931, to April 1, 1934; at $332,184 
for the period from April 2, 1934, to 
December 31, 1934; and at $334,584 
for the years 1935 and 1936. It then 
ordered the respondent to file tariffs 
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calculated to yield such revenue. The 
report and order did not provide a 
proper tariff or fix the average price 
per thousand cubic feet or per therm, 
which the utility was entitled to 


charge for the natural gas sold, or 
determine how the price should vary 
in proportion to the amount of gas 
consumed by the respective customers 
or what allowance should be made by 
way of a ready-to-serve charge. 


In fixing the gross annual allow- 
able return which the utility was en- 
titled to receive, the Commission did 
not depend upon the fair value of all 
the property which the utility had 
dedicated to public use and which it 
is alleged was used and useful in the 
public service. What it did was to 
divide the property and facilities of 
the respondent into two classes, to 
wit (a) the property and facilities 
used and useful in procuring natural 
gas, and (b) the property and facili- 
ties used in the distribution of the 
gas after it reached the main gate at 
the entrance to the area where gas 
is supplied to consumers. In other 
words, it treated in a different man- 
ner the property used in producing 
and transporting a supply of natural 
gas to the main gate than that used 
in the distribution of the gas after it 
reached that point. To comprehend 
the Commission’s position and reach 
a correct conclusion on all the ques- 
tions involved, this classification must 
be kept in mind. 

The appraisements having to do 
with the distribution system followed 
the conventional plan of fixing a fair 
value for the facilities and determin- 
ing the probable expense to the com- 
pany of supplying the commodity 
The Commission, in determining a 
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fair return for the production and 
transportation of gas to the main gate, 
examined the claims of the respond- 
ent and demonstrated, as we believe, 
that the respondent’s valuations of 
property used and useful in the pro- 
duction and transportation of gas 
were so high that they could not be 
sustained. This would seem to indi- 
cate either bad management, unrea- 
sonable investments, or other condi- 
tions which should not be charged to 
the consumer. The Commission, 
therefore, excluded from fair value 
all investments in the producing sec- 
tion and in the 14-inch line leading to 
the main gate and fixed a price of 
25 cents per thousand as the cost of 
gas to the respondent at the gate, 
which sum was to be allowed as an 
operating cost. 

There are essential differences in 
the arts of producing and supplying 
manufactured and natural gas. The 
two commodities vary in their heat- 
ing value, are adapted to different 
uses, and require different adjust- 
ments of the burners of the consum- 
ers. The present market for manu- 
factured gas is largely for cooking 
purposes, hot water heating, refrig- 
eration, and room heating for short 
intervals. While natural gas is adapt- 
ed to these uses, it finds its principal 
economic use in furnishing heat for 
homes by reason of its higher heating 
value, convenience, and lower cost. It 
can compete with coal and oil for 
house heating where the price 
charged is not too high. In fact, it 
appears by the uncontradicted evi- 
dence in the record that throughout 
Pennsylvania where natural gas is 
used the bulk of the commodity is 
employed for house heating or cer- 
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tain industrial purposes to which it is 
especially adapted. Its market is 
broader than that for manufactured 
gas if and when it can be supplied at 
lower cost. The one, as its name in- 
dicates, is manufactured and the oth- 
er is furnished by nature. Conse- 
quently, natural gas must be trans- 
ported considerable distances from 
the wells to points of consumption, 
which is not true of manufactured 
gas. The means and facilities em- 
ployed in securing a supply are dif- 
ferent with each. 

The respondent has definitely, by 
reason of a large expenditure of mon- 
ey, committed itself to the furnish- 
ing of natural gas and must be gov- 
erned by principles applicable to such 
business. The main _ responsibility 
for the predicament in which respond- 
ent finds itself—it is a serious one— 
is due to an attempt to apply the re- 
sponsibilities and the returns of a 
manufactured gas company to a natu- 
ral gas company. However, it con- 
tends that it is equipped to supply 
natural gas and if it is, it should be 
and is entitled to be governed by the 
rules and practices prevailing in the 
natural gas industry. If it should 
eventuate that respondent cannot per- 
form the functions of a natural gas 
company by reason of inability to se- 
cure gas, that situation will then have 
to be met and on a different basis. 
For the present we are entitled to deal 
with the respondent as a company 
supplying natural gas. 

[4] This brings us to a consider- 
ation of certain important items 
wherein we believe the findings and 
conclusions of the Commission are 
not supported by the record. We will 
consider such matters in the light of 


the new law and examine the report 
of the Commission for errors of law. 
As the law now stands, the findings 
of the Commission are conclusive if 
supported by substantial evidence, 
“unless there was some irregularity 
in the proceeding or some error in 
the application of the rules of law.” 
Western Paper Makers’ Chemical Co. 
v. United States (1926) 271 U. S. 
268, 70 L. ed. 941, 46 S. Ct. 500. The 
arguments were based upon the old 
law, and counsel have not been heard 
on the law as it now is. However, to 
avoid delay we have deemed it ad- 
visable to express an opinion on a 
number of controverted questions 
without prejudice to the parties to be 
heard later if it is so desired. 

[5] We might say, parenthetical- 
ly, that assignments of error 3, 4, and 
131 complain of the action of the 
Commission in taking the Williams- 
port operating division as the rate- 
making unit and in not including the 
remainder of the territory supplied 
by respondent. We find no merit in 
this contention for the Commission 
has sustained its position in this re- 
spect by numerous authorities. This 
was a matter within the sound dis- 
cretion of the Commission. See 
Wabash Valley Electric Co. v. 
Young, 287 U. S. 488, 77 L. ed. 447, 
P.U.R.1933A, 433, 53 S. Ct. 234: 
Scranton-Spring Brook Water Serv- 
ice Co. v. Public Service Commission. 
105 Pa. Super. Ct. 203, 226, P.U.R. 
1932C, 471, 160 Atl. 230. 


City-gate Price 
[6-8] Assignments of error 6, 8- 
11, and 14-18, complain of the ac- 
tion of the Commission in establish- 
ing a price of 25 cents per thousand 
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for gas delivered at the main gate and 
in refusing to take into account the 
actual cost of producing gas. 

As we have pointed out, the Com- 
mission discarded from consideration 
cost or fair value of property invest- 
ed in producing a supply of natural 
gas, gave some weight to the invest- 
ment in the 14-inch main line, and 
fixed 25 cents per thousand as the 
cost of gas to the respondent at the 
main gate. It predicated that price 
on a cost of transportation and gath- 
ering of 9} cents per thousand and 
found that a supply of gas could be 
secured in the field at 12 cents per 
thousand by purchase from other pro- 
ducers. The respondent’s evidence 


tended to show that for the year end- 
ing June 30, 1933, the actual cost to 
the respondent of producing natural 
gas and of gas purchased, and the 
cost of delivering the supply at the 


main gate at East Montoursville was 
$1.02 per thousand. In 1933, the 
North Branch Development Compa- 
ny produced about 267,000 thousand 
cubic feet from its own wells and 
purchased from other producers about 
162,000 thousand cubic feet at a cost 
of approximately 12 cents per thou- 
sand at the wells. There was also 
evidence showing that gas was pur- 
chased by other utilities in the same 
area on approximately the same 
terms. There was no evidence that 
the respondent could supply all its re- 
quirements by such purchases for the 
year 1933, much less so for future 
years. The Commission allowed a 
cost for gathering and transportation 
to the main gate of 94 cents per 
thousand and, after allowing for 
leakage, fixed a main gate price of 
25 cents per thousand. 


We cannot say that the cost fixed 
for transportation was not sustained 
by competent evidence. It would un- 
duly extend this opinion to enter in- 
to a discussion of all the figures in- 
volved in the investment in the main 
line. Suffice it to say that the weight 
of the credible evidence supports the 
conclusion of the Commission that 
the investments in and construction of 
a 14-inch line were not provident or 
prudent and that the mistakes of man- 
agement were such that they should 
not be borne by the consumers. Re- 
spondent sought to justify the build- 
ing of a line of this size on the theory 
that it would avoid the construction 
of a booster station and furnish a 
reservoir of gas in an emergency. 
There is ample evidence, however, to 
support the conclusion of the Com- 
mission that the plan adopted was 
contrary to well-established and pru- 
dent practice. As the pressure in the 
field wanes, booster pumps prolong 
the life of an available supply and a 
10-inch line would have been ample. 
The respondent has provided no 
pumping system which eventually will 
be a necessity. Not only so, but there 
is evidence tending to show that the 
line constructed is larger than would 
be required if the respondent in- 
creased its sale of gas to the so-called 
“saturation point.”” It must be borne 
in mind that the respondent had to 
have a line of its own in order to get 
the gas from the field to the main 
gate. We cannot say that the Com- 
mission did not attempt to make 
some allowance for such investment 
by fixing the cost of gas at the main 
gate at 25 cents per thousand. 

On the other hand, we cannot dis- 
cover in the record any evidence that 


441 19 P.U.R.(N.S.) 





PENNSYLVANIA SUPERIOR COURT 


will support a finding that the re- 
spondent could purchase a dependable 
supply of gas necessary to meet its 
needs at 12 cents per thousand at the 
wells or at a figure approximating 
that price. While some considerable 
gas could be purchased in 1933 or 
1934 at about the price indicated, 
there is no evidence that gas can in a 
few years be purchased at that price 
or that it will then be available even 
at a higher price. The record is void 
of evidence that will even support an 
inference that it can so secure an ade- 
quate supply. This was a new field 
and the evidence was that the pro- 
ductive and profitable life of these 
wells is about five years. If this field 
fails or the production wanes, the evi- 
dence clearly indicates that respond- 
ent will have to look to more distant 
points for a source of supply. This 


will require the building of additional 


lines and the installation of a pump- 
ing system. Many large companies 
are drawing on this reservoir, each 
anxious to reduce the supply to pos- 
session before it is exhausted. Some 
investment in productive acreage, as 
well as prospective territory, was an 
absolute essential to the wise admin- 
istration of the affairs of this com- 
pany. 

It would be the height of folly for 
respondent to depend alone on gas 
purchased from others, unless it could 
contract with a strong company 
which had available extensive re- 
serves. Not only so, but the con- 
tracts that have been available are 
such as appear in every new field. 

A consideration of the physical 
properties and geological distribution 
of natural gas when considered with 
the facts in the record will support 
19 P.U.R.(N.S.) 


our conclusion. Here, the bulk of 
the proven acreage is held by large 
companies who market their own 
product directly to consumers. The 
books are full of cases showing the 
“fugitive” nature of oil and, par- 
ticularly, gas. This gas comes from 
wells in new producing fields at high 
pressure with the result that one well 
will in time drain a wide area and 
reduce the pressure. Natural gas in 
the earth “is not the subject of prop- 
erty except while in actual occu- 
pancy” (Dark v. Johnston [1867] 55 
Pa. 164, 168, 93 Am. Dec. 732), and 
has the power and tendency to escape 
from the land of one person to that 
of another. The land owner has no 
ownership in it except for such time 
as it is in his land and under his con- 
trol. The result is a scramble be- 
tween adjoining owners to reduce the 
gas to possession. It is also frequent- 
ly the case that when a new field is 
opened, as here, the pioneer is not 
able to tie up a solid block of land, 
and small lots are secured by indi- 
viduals. In such case one may from 
an acre lot or less secure the propor- 
tion of gas naturally underlying many 
acres. It is not practical to store it 
and, as a consequence, in the effort 
of each to get the greater share it 
is sold for much less at times than its 
real value. The result is that in new 
fields there is for a time a moderate 
amount of so-called “surplus” or 
“distress” gas for sale at low prices. 
A natural gas company undertaking 
to supply the public could not depend 
on such a source for its commodity. 
This company followed the only rea- 
sonable course in securing some gas 
upon which it could depend before 
making a large investment. 
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“A public service company, as any 
other company, has the right to man- 
age its own affairs to the fullest ex- 
tent consistent with the public in- 
terest and in so far as they do not act 
contrary to law.” Hostetter v. Public 
Service Commission (1933) 110 Pa. 
Super. Ct. 212, 220, 168 Atl. 493; 
Coplay Cement Mfg. Co. v. Public 
Service Commission, 271 Pa. 58, 62, 
P.U.R.1921E, 597, 114 Atl. 649, 16 
A.L.R. 1214. The company may 
manage its own affairs and neither 
the Commission nor the court is au- 
thorized to interfere except for the 
special purposes mentioned in the 
Public Utility Law. The evidence in 
this case will not support a conclu- 
sion that the respondent, acting 
through its management in securing a 
dependable supply of gas by its own 
explorations, acted contrary to law. 

It does not follow and we do not 
mean to say that this company is 
entitled to a return upon all that it 
claims to have invested in the produc- 
tion of gas. Neither do we say that 
the Commission should have excluded 
from consideration the fact that some 
gas could be procured for 12 cents per 
thousand. That was evidence to be 
taken into account with the other evi- 
dence in the record. 


Depreciation 


[9] In its report the Commission 
said: “In determining annual and ac- 
crued depreciation in the various ele- 
ments of respondent’s property, we 
shall adopt the age-life basis, giving 
consideration to accrued depreciation 
as observed, and shall apply thereto 
the 4 per cent sinking-fund method.” 
(16 P.U.R.(N.S.) at p. 75.) The 
Commission then applied the 4 per 
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cent sinking-fund method exclusively 
to both accrued and annual deprecia- 
tion, ignoring all evidence as to the 
condition of the plant as shown by 
observation except in setting up a 
theoretical life for the parts of the 
plant. As applied to accrued depre- 
ciation, this was directly contrary to 
our decision in Cheltenham & A. 
Sewerage Co. v. Public Service Com- 
mission (1936) 122 Pa. Super. Ct. 
252, 268, 15 P.U.R.(N.S.) 99, 186 
Atl. 149. When a new rate hearing 
is held, fair value is fixed as of the 
time that the order is made: Willcox 
v. Consolidated Gas Co. (1909) 212 
US BML eb Bee Se ee. 
192, 48 L.R.A.(N.S.) 1134, 15 Ann. 
Cas. 1034; McCardle v. Indianapolis 
Water Co. (1926) 272 U. S. 400, 
409, 71 L. ed. 316, P.U.R.1927A, 
15, 47 S. Ct. 144; Chambersburg Gas 
Co. v. Public Service Commission 
(1935) 116 Pa. Super. Ct. 196, 7 
P.U.R.(N.S.) 359, 176 Atl. 794. We 
cannot add anything to what we said 
in Cheltenham & A. Sewerage Co. v. 
Public Service Commission, supra, on 
this subject. The method pursued by 
the Commission in this respect is not 
in conformity with law. 


Rate of Return 


[10-13] Assignments of error 151, 
167, 168, and 169 raise questions as 
to the rate of return allowed by the 
Commission. In its report (16 
P.U.R.(N.S.) at p. 104) it said: “In 
view of our resolution, we are of the 
opinion that a 6 per cent rate of re- 
turn is fair to respondent for rate- 
making purposes after 1933.” A re- 
turn of 7 per cent was allowed for 
the previous period. 

The Commission’s findings in this 
19 P.U.R.(N.S.) 
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respect are not in conformity with 
the law and violate constitutional 
rights of the respondent. The Unit- 
ed States Supreme Court, in the case 
of Bluefield Water Works & Improv. 
Co. v. West Virginia Pub. Service 
Commission, 262 U. S. 679, 692, 67 
L. ed. 1176, P.U.R.1923D, 11, 20, 
43 S. Ct. 675, 679, said: “What 
annual rate will constitute just 
compensation depends upon many 
circumstances, and must be deter- 
mined by the exercise of a fair 
and enlightened judgment, having re- 
gard to all relevant facts. A pub- 


lic utility is entitled to such rates as 
will permit it to earn a return on 
the value of the property which it 
employs for the convenience of the 
public equal to that generally being 
made at the same time and in the 
same general part of the country on 


investments in other business under- 
takings which are attended by corre- 
sponding risks and uncertainties ; but 
it has no constitutional right to prof- 
its such as are realized or anticipated 
in highly profitable enterprises or 
speculative ventures. The return 
should be reasonably sufficient to as- 
sure confidence in the financial sound- 
ness of the utility and should be ade- 
quate, under efficient and economical 
management, to maintain and sup- 
port its credit and enable it to raise 
the money necessary for the proper 
discharge of its public duties. A 
rate of return may be reasonable at 
one time and become too high or too 
low by changes affecting opportuni- 
ties for investment, the money mar- 
ket, and business conditions general- 
ly.” 

Again, in United R. & Electric Co. 
v. West, 280 U. S. 234, 249, 74 L. 


ed. 390, P.U.R.1930A, 225, 228, 50 
S. Ct. 123, that court said: “Nor 
can a rule be laid down which will 
apply uniformly to all sorts of utili- 
ties. What may be a fair return for 
one may be inadequate for another, 
depending upon circumstances, local- 
ity, and risk. It is manifest 
that just compensation for a utility, 
requiring for efficient public service 
skillful and prudent management as 
well as use of the plant, and whose 
rates are subject to public regulation, 
is more than current interest on mere 
investment. Sound business manage- 
ment requires that, after paying all 
expenses of operation, setting aside 
the necessary sums for depreciation, 
payment of interest, and reasonable 
dividends, there should still remain 
something to be passed to the surplus 
account, and a rate of return which 
does not admit of that being done is 
not sufficient to assure confidence in 
the financial soundness of the utility 
to maintain its credit and enable it 
to raise money necessary for the 
proper discharge of its public duties. 
In this view of the matter, a return 
of 6.26 per cent is clearly inadequate. 
In the light of recent decisions of this 
court and other Federal decisions, it 
is not certain that rates securing a re- 
turn of 7} per cent or even 8 per 
cent on the value of the property 
would not be necessary to avoid con- 
fiscation. But this we need not de- 
cide, since the company itself sought 
from the Commission a rate which it 
appears would produce a return of 
about 7.44 per cent, at the same time 
insisting that such return fell short 
of being adequate. Upon the pres- 
ent record, we are of opinion that to 
enforce rates producing less than 
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this would be confiscatory and in vio- 
lation of the due process clause of 
the Fourteenth Amendment.” 

The Commission erred first in arbi- 
trarily fixing the same rate for all 
utilities and, second, in fixing the rate 
without consideration of the risks 
and uncertainties involved. When 
the former Commission based the al- 
lowable rate of return on a former 
resolution and ignored the facts in the 
case, it not only did not act in com- 
pliance with law but made a wide de- 
parture from a legal course. The 
rates at which “corporate loans are 
being currently refinanced” is not the 
criterion as clearly appears from the 
excerpts from the opinion of the Su- 
preme Court of the United States. 
We do not need to look beyond the 
record to conclude that the risks and 
hazards of the business of the re- 
spondent are much greater than those 
The rate allow- 


of a water company. 
able is a fact to be determined from 
the evidence like any other fact, and 
not by a standing resolution. See 
People ex rel. Pennsylvania Gas Co. 
v. Public Service Commission, 211 
App. Div. 253, P.U.R.1925C, 608, 


207 N. Y. Supp. 599; Oklahoma 
Nat. Gas Co. v. Corporation Com- 
mission (1923) 90 Okla. 84, P.U.R. 
1924A, 132, 216 Pac. 917, 923; Re 
Ashtabula Gas Co. (Ohio) P.U.R. 
1917D, 790, 795. 


Manufactured Gas Plant 


[14] The appellant has filed a 
number of assignments of error that 
complain of the elimination from the 
rate base of the plant formerly used 
to manufacture gas and a part of the 
storage holder capacity. The Com- 
mission allowed as part of the rate 


base one holder having a capacity of 
one million cubic feet and excluded 
two holders having a capacity of 
600,000 cubic feet and also excluded 
in its entirety the plant used to manu- 
facture gas. The holders had for- 
merly been used when manufactured 
gas was furnished and were part of 
the usual equipment in such opera- 
tions. The Commission, in support 
of its conclusion, said: “Respondent 
has developed a natural gas source, 
and has made the change-over in con- 
sumers’ equipment to meet the higher 
heating value of that gas as compared 
to the manufactured gas formerly 
served by it. Respondent is definite- 
ly relying on its source of natural gas, 
and the mere existence of the manu- 
factured gas plant does not require 
its inclusion in a determination of 
proper rates, even for standby emer- 
gency service. Respondent, having 
decided to furnish its customers with 
natural gas, must so conduct itself 
that service from such a source will 
continue uninterrupted, as the con- 
sumers should not be burdened with 
carrying the capital expense of two 
different sources of supply, that is 
natural gas and manufactured gas. 
If the plant were being reproduced, 
and natural gas adopted as the source 
of supply, manufactured gas plants 
would not also be constructed. We 
shall, therefore, exclude all of the 
manufactured gas plant at Mulberry 
Street, Williamsport, together with 
the relief holder at that site.” (16 
P.U.R.(N.S.) at p. 83.) It also 
stated that in eliminating the manu- 
factured gas plant it was “proceeding 
in accordance with principles” estab- 
lished in Los Angeles Gas & E. Corp. 
v. California R. Commission, 289 U. 
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S. 287, 77 L. ed. 1180, P.U.R.1933C, 
229, 53 S. Ct. 637. We find no sup- 
port in that case for the position of 
the Commission that no allowance 
should be made for the manufactured 
gas plant. In fact, we think the in- 
ferences to be drawn from the opin- 
ion are rather to the contrary. It 
also appeared that the Los Angeles 
utility had available an unusual sup- 
ply of natural gas, sufficient to fur- 
nish a supply for many years. The 
Commission states that the maximum 
daily consumption in the Williams- 
port area has been about one million 
cubic feet of gas, and they have al- 
lowed storage capacity for one day. 
That, of course, would only provide 
for a temporary interruption by rea- 
son of the breaking of a line. 

The appellant advances two rea- 
sons in support of its claim for an al- 
lowance on this account, to wit (a) 
to take care of temporary interrup- 
tion of service by a breaking of the 
one line which transports the gas 
from the field to the main gate, and 
(b) as a source of supply to be used 
in the event of the failure or partial 
failure of a supply of natural gas by 
reason of the failure of the gas field 
or a serious decrease in its output. 

The Commission refers to the evi- 
dence in the record showing the ex- 
perience of other companies demon- 
strating the rarity of interruption of 
service by reason of breaks in lines. 
All natural gas companies seem to be 
equipped with facilities and the nec- 
essary force to quickly repair such 
breaks as may occur from any but 
unusual circumstances. A flood of 
large proportions, which rarely oc- 
curs, or a cataclysm might well cause 
such interruption as would extend 
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over a period of days, but it is at least 
doubtful whether a natural gas com- 
pany would be warranted in main- 
taining a plant for manufacturing gas 
to meet such an emergency. We con- 
clude from the evidence that it is 
certainly not the general practice so 
to do. We are therefore not im- 


pressed with that phase of the argu- 
ment which relies on the necessity for 
provide 


maintaining a plant to 
against a break in a line. 
As to the other argument, a more 
serious question is presented and one 
that has given us considerable trouble. 
It must be admitted that it is not the 
practice of those engaged in supply- 
ing natural gas to maintain an 
auxiliary plant for manufacturing 
gas, but we have here a somewhat 
different situation. The respondent 
has a plant equipped and ready on a 
few hours’ notice to supply manu- 
factured gas of a heating value of 
800 B.T.u. Would a prudent, ex- 
perienced operator junk such a plant 
under the circumstances? The util- 
ity is dependent at the present time, 
or at least was when the testimony 
was taken, upon wells drilled by it 
and the purchase of gas from other 
producers. The figures submitted in- 
dicate clearly that the production in 
the Tioga field has dropped consid- 
erably and that it will be necessary in 
the near future to look to more dis- 
tant fields for a supply, which situa- 
tion will require the construction of 
additional pumping plants, main lines, 
and gathering lines which the experi- 
ence of this company shows is ex- 
pensive. The Commission finds in 
its report that the life of these wells 
is approximately five years. By this 
finding we assume that they mean to 
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say that the production of gas in any 
considerable quantity is limited to 
five years. 

It is primarily, as we have pointed 
out, the duty of the directors or man- 
agers of a corporation, even though 
it be a utility, to determine the policy 
of the company, and that policy 
should not be interfered with or ig- 
nored in the determining of a rate 
base unless there is shown improvi- 
dence or other bad management upon 
the part of such officers. We there- 
fore approach the subject with the 
presumptions that are in favor of the 
proper exercise of the duties of those 
charged with the management of a 
company. The question for the Com- 
mission and for this court is there- 
fore whether there is evidence from 
which it may be concluded that good 
management will require this com- 
pany at this time to junk its manu- 
factured gas plant. We do not be- 
lieve the records will support a con- 
clusion that the directors in this re- 
spect were wasteful or improvident. 
What value should be allowed is a 
different question. At the same time, 
this is a matter to be taken into ac- 
count in reaching the ultimate ques- 
tion as to what is a fair rate to be 
charged to consumers, a_ subject 
which we will next discuss. 

[15-21] 3. The primary question 
for the Commission in this case is 
whether the rates prescribed by the 
tespondent’s tariffs are fair and rea- 
sonable. If, in answering this ques- 
tion, it is found that the rates are too 
high, the Commission must then 
necessarily either indicate a proper 
charge or furnish a basis which will 
enable the utility to file a proper tar- 
iff. Otherwise there would be no 
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end to the controversy. The Com- 
mission has made the usual findings, 
but has not prescribed a tariff or 
found sufficient facts to enable the 
utility to do so. In many cases we 
have disposed of appeals before a 
precise tariff was determined but the 
circumstances present here require a 
different procedure. 

While a careful consideration of 
the voluminous record and briefs pre- 
sented to us, consisting of about nine 
thousand pages, would seem to indi- 
cate that a number of the findings of 
the Commission cannot be sustained 
on the ground assigned by the Com- 
mission, it does not follow that the 
tariff of the respondent should be ap- 
proved or that the matters taken into 
consideration by the Commission are 
the only facts that should be consid- 
ered in finally fixing a rate to be 
charged by this utility. A determina- 
tion of a fair value of the property 
of a utility used and useful in per- 
forming its duties to its customers, 
the rate of fair return on such valua- 
tion, and the amount of allowable 
gross and net revenues are generally 
recognized as essentials in ascertain- 
ing what are fair and _ reasonable 
rates, yet such preliminary findings 
are only a means to an end. Cases 
have arisen and will frequently arise 
where other matters are entitled to be 
considered and are to be thrown into 
the scale before a reviewing court can 
say that the utility has been deprived 
of property without compensation, or 
more concretely, that a rate is confis- 
catory. We have such a case here. 
The other matters to be considered 
arise by reason of a mass of evidence 
bearing on comparative rates and on 
the price which the public will pay 
19 P.U.R.(N.S.) 
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for natural gas in competition with 
other fuels. 

The Public Utility Law of 1937, 
§ 1005, requires that on hearings be- 
fore the Commission, the report or 
order “shall be in sufficient detail to 
enable the court on appeal to deter- 
mine the controverted question pre- 
sented by the proceeding and whether 
proper weight was given to the evi- 
dence.” This is but a recognition of 
a fundamental principle that where 
the legislature delegates powers to an 
extra judicial tribunal appointed to 
determine property values or rights 
and the tribunal acts in such matters, 
it must make such findings that on a 
review by the court it is possible to 
determine whether one affected by 
such determination has been deprived 
of legal rights. 

We are all of the opinion that we 
cannot perform the duty imposed on 
us of determining whether the con- 
clusions and findings of the Commis- 
sion are in conformity with law and 
are supported by the evidence and 
deal fairly as well with the public as 
with the appellant until the Commis- 
sion has completed its task by deter- 
mining what, in its opinion, are fair 
charges or proper tariffs. There are 
at least three reasons for so holding. 

In the first place, it was shown by 
convincing evidence that the rates in 
the posted tariff of respondent are not 
only out of line, but far out of line 
with rates charged by companies 
throughout western Pennsylvania ex- 
tending from Tyrone on the east to 
the Ohio line. Complainants, among 
other items, furnished evidence tend- 
ing to show that under the posted 
schedule of respondent for the year 
1932, domestic consumers, including 
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those using gas for heating, paid an 
average of $2.38 per thousand cubic 
feet and that if the business had been 
built up to the saturation point for 
the same period they would under 
that tariff have paid at the rate of 
$1.24 per thousand. During that 
same period twelve large natural gas 
companies in western Pennsylvania 
with 470,516 domestic consumers, in- 
cluding those using gas for house 
heating, charged but an average of 
62 cents per thousand. In addition, 
there was a large volume of evidence 
showing domestic rates charged by 
most of the principal sellers of natural 
gas in Pennsylvania and that the 
charges of all of these other com- 
panies were much less than the rates 
fixed by the proposed tariff of the re- 
spondent. As is argued by the ap- 
pellant, comparative rates should have 
little bearing on the reasonableness 
of the price charged here unless the 
conditions are similar. It seems that 
the only serious difference between 
the situation in the Williamsport dis- 
trict and many other points in Penn- 
sylvania is that which arises by rea- 
son of the distance from the sources 
of supply. It should not be difficult 
to allow for the additional cost of 
transportation by reason of distance. 
It is a matter of common knowledge 
that gas is being transported many 
hundreds of miles from the midcon- 
tinent producing area to places as dis- 
tant as Detroit, Washington, and 
Pennsylvania. This would indicate 
that distance is not an insurmountable 
barrier. The companies with which 
a comparison is made have been sell- 
ing natural gas for fifty years and 
are known to be functioning and 


prospering. 
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Comparative rates are certainly not 
conclusive and sometimes are only of 
slight probative value, but here the 
evidence was not only admissible and 
proper for consideration together 
with other facts in the case, but 
should have much probative weight 
in view of the large discrepancy and 
the extent of the field covered by the 
facts produced. If a comparison were 
made with one or two companies it 
might well be argued that those rates, 
being subject to the approval of the 
Commission, may have been too low 
and that the price of gas was not de- 
termined alone by the law of supply 
and demand. We cannot, however, 
believe that other natural gas utilities 
would continue to function and that 
so universally if their rates were so 
far out of line with a reasonable rate 
as the respondent’s contention would 
indicate. We are not impressed with 


the argument of the appellant that 
there are not sufficient facts in the 
record to warrant a comparison. This 


evidence should be considered with 
the other facts in the case. It is par- 
ticularly fitting that such evidence 
should be considered in the light of 
other evidence tending to indicate 
that this company may have made 
considerable investments that were 
improvident. 

In the second place, natural gas is 
in competition with coal and fuel oil 
and, beyond a certain price, with 
manufactured gas. A point of dimin- 
ishing returns arises by reason of in- 
creased price in the sale of all com- 
modities. This is peculiarly applica- 
ble to natural gas. There is ample 
evidence in the record to support a 
conclusion that as the price of natural 
gas increases there is a trend toward 
[29] 
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the use of coal or consumers turn to 
oil for fuel. See Chambersburg Gas 
Co. v. Public Service Commission, 
supra, and Willcox v. Consolidated 
Gas Co. supra. It would serve no 
purpose to fix a price higher than the 
public will pay before resorting to 
other fuels. If a rate is fixed which 
will not promote an expansion of the 
appellant’s market, it cannot function 
as a natural gas company. On the 
other hand, “it is equally true that 
a reduction in rates will not always 
reduce the net earnings, but, on the 
contrary, may increase them. The 
question of how much an increased 
consumption under a less rate will in- 
crease the earnings of complainant, if 
at all, at a cost not proportioned to 
the former cost, can be answered 
only by a practical test.’”’ Willcox v. 
Consolidated Gas Co. supra, at p. 51 
of 212 U. S. The public does not 
guarantee a utility that its investment 
will be profitable. The evidence on 
the record as to the price that will be 
paid for natural gas in competition 
with other fuels should have the care- 
ful consideration of the Commission 
in the fixing of a proper rate. 

There is a third reason for requir- 
ing the Commission to indicate its 
judgment as to a schedule of rates. 
The tariffs posted by the appellant 
present other questions than what 
average price it should receive for 
gas sold, and those tariffs are more 
complex than we usually find in rate 
cases. Respondent has apparently 
attempted to meet the difficulties pre- 
sented here, to some of which we 
have referred, by charging a different 
rate dependent upon the use to which 
the fuel is put by the consumer. The 
user of natural gas can afford to and 
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will pay a higher price for gas used 
for hot water heating, cooking, re- 
frigeration, and the like, than for gas 
used for house heating. With that 
fact apparently in mind the utility 
proposes to furnish gas for central 
heating plants at a reduced rate and 
all the rates charged for domestic 
consumption are graduated so as to 
produce the same result. In so doing 
the company has created a wide dif- 
ferential in the price charged for the 
same commodity dependent upon the 
use to which the gas is to be applied. 
No doubt a part of the difference is 
represented by a_ ready-to-serve 
charge and part is attributable to the 
quantities consumed. We have no 
doubt of the fairness of a reasonable 
ready-to-serve charge and of a rea- 
sonable reduction in price propor- 
tion to the amount of gas consumed. 
These provisions are sound and are 
in accord with practical business ex- 
perience, but the wide spread in 
prices presented by the present tariffs 
raises a serious question as to their 
fairness and reasonableness and pro- 
voke consideration of a question as to 
whether they are discriminatory. It 
is a question if the respondent is not 
attempting to apply to a natural gas 


venture the practices of a manufac- 
tured gas business where there is a 
fundamental difference in the ele- 
ments involved. If the respondent 
cannot supply natural gas at a rate 
which will accommodate the public 
and give the company a fair return 
on its investment, it should not com- 
plain if competition is permitted. 
The question of a proper tariff is 
so interwoven with the other ques- 
tions presented that we are not in a 
position to do justice either to the 
public or the utility on the present 
state of the record. We cannot sus- 
tain a number of the essential find- 
ings of the Commission or finally 
dispose of the questions raised by this 
appeal on the present state of the find- 
ings and are therefore compelled to 
remit the record to the Commission 
that it may receive further evidence 
if the change in the law or the factual 
circumstances require it, that further 
findings of facts be made and that a 
proper schedule of rates be fixed. 
The order of the Public Service 
Commission is reversed and the rec- 
ord is remitted to the Public Utility 
Commission for further action not 
inconsistent with this opinion. 





WISCONSIN PUBLIC SERVICE COMMISSION 


Re Commonwealth Telephone Co. 


[2-U-1099.} 


Valuation, § 225 — Future additions. 


1. Proposed future additions should not be included in the rate base until 
such time as they have been actually installed, p. 452. 


19 P.U.R.(N.S.) 
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Rates, § 159 — Attraction of customers. 
2. A revision of proposed telephone rates was held to be reasonable and 
justified although the company was earning less than a 6 per cent return on 
the rate base, in view of the prospect of connecting additional customers 
under lower rates, p. 453. 


§ 541 — Telephones — Mileage charges. 
3. Proposed rates at a telephone exchange were held sufficient to support 
the regular practice of providing flat rate multiparty service within a 6-mile 
area rather than a proposed 3-mile limit, which would have the effect of 
discouraging the use of service within a comparatively short distance. 
p. 454. 
Rates, § 570 — Telephones — Seasonal subscribers. 

4. Seasonal subscribers at an exchange where the switchboard labor expense 
continues throughout the year at the same level, no matter how many sub- 
scribers are connected, should be required to pay the full rate for the entire 
year, p. 454. 
§ 309 — Telephone connection charges — Seasonal subscribers — Yearly 

contract basis. 
5. A schedule of service connection charges is not necessary at an exchange 
where rules and regulations require all subscribers to contract for service on 
a yearly basis in view of the seasonal nature of service to a majority of 
subscribers, p. 454. 

[July 14, 1937.] 


Fe guncrgeae by a telephone company for authority to revise 


rate schedules; rates revised. 


¥ 


By the Commission: The applica- 
tion in the above-entitled matter was 
filed with the Commission under date 
of April 6, 1937. Hearing was held 
in the offices of the Commission at 
Madison on April 29, 1937, at which 
time the following appearances were 
entered: Commonwealth Telephone 
Company, by F. H. Runkel and H. 
W. Pike; Subscribers of Lac du 
Flambeau, by William Yeschek, 
Frank Yeschek, Frank Gauthier, and 
Eugene Schilleman. 

The Lac du Flambeau exchange of 
Commonwealth Telephone Company 
furnishes telephone service to approx- 
imately seventeen subscribers who are 
located in and about the unincorpo- 
rated community of Lac du Flambeau, 
Vilas county. Of the total number 
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of subscribers served over half are 
considered seasonal and retain service 
only during the summer months of 
the year. 

The present lawful rate schedule of 
the applicant provides that each sub- 
scriber be charged $5 per month for 
switching service for each month dur- 
ing the year that service is connected 
and used. 

Following is a schedule of rates 
containing the principal classes of 
service which the company seeks au- 
thority to establish: [Table omitted. ] 

In addition the company proposes 
to establish miscellaneous rates and 
rules and a schedule of excess mileage 
charges where local service is fur- 
nished outside the local base rate area. 
It is also proposed to require all sub- 
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scribers to retain service for a yearly 
period and to allow a credit of 75 
cents per month for each month that 
the service is disconnected during the 
year. 

The testimony of the company in- 
dicates that the proposed schedule of 
rates will result in an increase in rates 
to practically all subscribers which the 
company claims is justified at this ex- 
change. In support of its position 
the company alleges that it is not earn- 
ing a reasonable return at the present 
time and that in the immediate future 
the return now earned will be further 
jeopardized as additional expenditures 
will be necessary in connection with 
metallicizing of grounded lines and 
the establishment of 24-hour central 
office service. 

The subscribers represented at the 
hearing contended that the proposed 
schedule of rates was to high and that 
many potential subscribers would use 
the service if the rates were reduced. 
At the instigation of the Commis- 
sion, Mr. William Yeschek agreed to 
solicit the possible subscribers in the 
area in order to determine the num- 
ber who would take telephone service 
at a rate of $2.50 per month. On 
June 29, 1937, a petition was sub- 
mitted to the Commission signed by 
twenty-three prospective telephone 
subscribers located in and around Lac 
du Flambeau agreeing to take annual 
service at a monthly rate of $2.50 pro- 
vided the company would establish 24- 
hour central office service. 

Various exhibits were presented by 
the company at the hearing which pur- 
ported to prove that the application of 
the proposed schedule of rates would 
not earn a fair return on the rate- 
making value of the property. 


19 P.U.R.(N.S.) 


Fixed Capital 


In Exhibit 3 the company has sub- 
mitted that the gross book value of 
exchange property at Lac du Flam- 
beau plus certain future additions, a 
prorate of the Madison office fixed 
capital, organization expense, and an 
allowance for going concern value and 
working capital should be used as a 
rate base. 

The present gross book value of 
fixed capital at the Lac du Flambeau 
exchange, so far as ascertainable, rep- 
resents the puchase price paid for the 
property as of about April 1, 1930, 
plus net additions to December 31, 
1936. There appears to be no rea- 
son why the present gross book value 
of fixed capital at this exchange should 
not be used in the determination of a 
rate base in this proceeding. With 


respect to the depreciated or net value 


of such fixed capital a company esti- 
mate has not been presented. The 
Commission after having given con- 
sideration to the depreciation reserve 
accumulated at this exchange, and the 
historical net value of the property, 
finds and determines that for the pur- 
poses of this case the reasonable de- 
preciated value of fixed capital at the 
Lac du Flambeau exchange of Com- 
monwealth Telephone Company will 
net exceed $4,000. 

[1] The proposed future additions 
included in the company’s computed 
rate base have been disregarded. The 
Commission is of the opinion that 
until such time as the proposed addi- 
tions have been actually installed they 
should not be included in the consid- 
eration of a rate base. 

Following the principles outlined in 
previous cases (2—U-1037) involv- 
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ing the Commonwealth Telephone 
Company, we are allowing an addi- 
tional value of $250 to cover Madi- 
son office fixed capital, organization 
expense, and working capital, and 
find that the total fair value of the 
Lac du Flambeau exchange of Com- 
monwealth Telephone Company for 
rate-making purposes does not exceed 


$4,250. 


Revenues and Expenses 

Set forth below is Exhibit 1 which 
is a statement of the company’s reve- 
nues and expenses for the year end- 
ing December 31, 1936. [Table 
omitted. ] 

An analysis of the above income 
statement indicates that certain ad- 
justments may reasonably and prop- 
erly be made: 


1. Maintenance 


The maintenance expense for the 
period set forth above is materially 
in excess of that experienced in pri- 


or years. The average maintenance 
expense at this exchange for the past 
four years including 1936 amounts 
to approximately $166. We are of 
the opinion that such amount would 
be a reasonable allowance to consider 
in this proceeding. 


2. Traffic 

Under present arrangements the 
company is furnishing central office 
service from 8 a. M. to 12—1 Pp. M. 
to 6 p. m—7 pP. M. to 8 Pp. M. from 
October Ist to June Ist. During the 
period from June Ist to October Ist 
service is furnished from 7:30 a. Mo. 
to 10 Pp. m. on week days and from 8 
A. M. to 10 P. m. on Sundays and hol- 
idays. The company now proposes to 
furnish 24-hour service the year 
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round which will require an increased 
payroll of approximately $139.20 per 
year. As the establishment of 24- 
hour service in this area appears de- 
sirable, such increased traffic expense 
will be given consideration in this 
proceeding. 


3. Depreciation 


Application of the certified rates of 
depreciation authorized for Common- 
wealth Telephone Company (2-U- 
748) to the undepreciated value of 
fixed capital used in this proceeding 
will increase depreciation expense 
over that shown above by approxi- 
mately $49.64. 

[2] Taking into consideration 
such revised items of expense as are 
outlined above, the company is earn- 
ing $290.60 less than a 6 per cent re- 
turn on the rate base previously found 
reasonable. The application of the 
proposed rates would yield addition- 
al revenues of approximately $259.50. 
However, the prospect of connecting 
additional customers which seems 
highly probable as indicated by the 
number who signed the petition cir- 
culated by Mr. Yeschek, leads the 
Commission to the opinion that a re- 
vision in the company’s proposed 
rates would be reasonable and justi- 
fied. 

Of the total number of prospective 
customers who signed the petition 
agreeing to take service at a rate of 
$2.50 per month, eleven are located 
in the rural and resort area. We are 
informed that the company would be 
required to extend its existing lines 
from a quarter to a half a mile to 
connect each of the above customers. 
In view of the present investment in 
rural lines and the cost of operating 
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the switchboard it appears that the 
proposed rate of $2.50 per month 
would not yield sufficient revenue to 
justify the investment in these out- 
side line extensions. 

The remaining twelve prospective 
subscribers are located within one- 
half mile of the central office and 
could be served from adjacent pole 
lines. It appears that although a rate 
of $2.50 per month might not fully 
compensate the company for its out- 
of-pocket costs of furnishing the serv- 
ice at the present time the establish- 
ment of such rate might attract ad- 
ditional customers in the future. We 
shall, therefore, authorize a schedule 
of rates which will provide a class 
of service which can be obtained at 
$2.50 per month together with such 
other rates as will yield sufficient 
revenue to allow the company to earn 
a reasonable return providing a small 
number of prospective customers are 
connected. 

As the company has not received 
contracts for service from these pe- 
titioners and the Commission has no 
way of determining how many will 
actually take service for an entire 
year until such time as the company 
has canvassed these customers our 
order will provide that unless at least 
six new customers are connected 
within sixty days after the date of 
the order the company substitute the 
following schedule of rates: 


Per Month 
Gross Net 


$4.75 $4.50 


Local one-party service 
Local two-party service 4.25 4.00 
Rural party service 5.25 5.00 


[8] Under the schedule of rates 
proposed in the application the com- 
19 P.U.R.(N.S.) 


pany would make an _ additional 
charge for multiparty service for each 
additional mile that the class of serv- 
ice is furnished beyond a 3-mile limit 
from the exchange area. It appears 
that a 3-mile limit would have the 
effect of discouraging the use of serv- 
ice within a comparatively short dis- 
tance. The usual distance from the 
local exchange area in which multi- 
party service is furnished at a flat 
charge is 6 miles. It appears to the 
Commission that the proposed rates 
at this exchange are sufficient to sup- 
port the regular practice of providing 
flat rate multiparty service within a 
6-mile area and our order will so pro- 
vide. 

[4] The company proposes to give 
seasonal subscribers a credit of 75 
cents per month for each month of 
the year that service is disconnected. 
In an exchange of this size where the 
switchboard labor expense continues 
throughout the year at the same level 
no matter how many subscribers are 
connected, it appears reasonable that 
seasonal subscribers should be re- 
quired to pay the full rate for the en- 
tire year (Re Boulder Junction Tele- 
phone Company, 2—U-985). 

[5] We note that in the appli- 
cant’s proposed schedules of rates a 
schedule of service connection charg- 
es is provided and in addition all 
subscribers are required to contract 
for service on a yearly basis. As it 
appears reasonable, in view of the 
conditions at this exchange, to pro- 
vide rules and regulations requiring 
all subscribers to contract for service 
on a yearly basis, we are of the opin- 
ion that a schedule of service connec- 
tion charges at this exchange is not 
necessary. 
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After consideration of the evi- present by the applicant are discrimi- 
dence, files, and records in this pro- natory and unreasonable and that the 
ceeding the Commission finds and _ schedules of rates set forth below are 
determines that the rates charged at reasonable and nondiscriminatory. 





MINNESOTA RAILROAD AND WAREHOUSE COMMISSION 


Re Northwestern Bell Telephone Company 


[M-2359.] 


Valuation, § 85 — Accrued depreciation — Deduction. 
1. Book cost figures without any deduction for accrued depreciation are in 
excess of the fair value of property for rate-making purposes, p. 457. 

Depreciation, § 77 — Telephone property. 
2. A composite depreciation rate of 3.92 per cent was held adequate for 
classes of telephone plant which would be in use after a proposed recon- 
struction and conversion to effect a change from magneto to common 
battery service, p. 458. 

Expenses, § 87 — License payment to parent telephone company. 
3. An allowance of 14 per cent of local service revenues, as provided for 
in a licensee contract of a telephone company, was made for fees charged 
by and paid to a parent company, although the propriety and legality of 
this charge was said to be questionable, p. 458. 

Apportionment, § 7 — Telephone exchange facilities and expenses. 
4. Allocation and apportionment of telephone exchange facilities and ex- 
penses predicated on the theory that no part of the investment or expenses 
attaching to the facilities situated on and between subscribers’ premises and 
the exchange switchboard should be allocated or assigned to toll service is 
contrary to law; separation should be made on a station-to-station basis 
instead of a board-to-board basis, p. 459. 

Return, § 111 — Telephone company. 
5. A return allowance of 5.7 per cent was made in fixing telephone ex- 
change rates, p. 459. 

[June 22, 1937.] 


F  ypryewung by telephone company for approval of schedule 
of rates for manual common battery service; proposed 
rates revised and schedules established. 
¥ 
AppeaRANCEs: E. A. Prendergast, A. H. Fikken, J. V. Juvrud, and Louis 
General Counsel, for applicant, and Larson, for the village of Roseau. 
455 19 P.U.R.(N.S.) 
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By the Commission: Pursuant to 
notice duly given, hearing in the 
above-entitled matter was held at the 
courthouse at Roseau, Minnesota, 
May 19, 1937, at 2 p.m. 

Petitioner’s application states that 
at the request of a large percentage 
of the telephone subscribers served 
by the Roseau exchange, the com- 
pany has agreed to change the type 
of service from that now being ren- 
dered by the magneto exchange to a 
common battery service. That the 
present rates at said exchange do not 
earn a fair return on the fair value 
of the properties used in rendering 
telephone service. 

Evidence of record shows that both 
the local and long-distance toll serv- 
ice became so poor and unsatisfactory 
that upon request of numerous sub- 
scribers, a letter of complaint was filed 
with the company by Mr. A. H. Fik- 
ken, chairman of the local Commer- 
cial Club. As a result of said com- 
plaint, the company instituted an in- 
vestigation and ordered the necessary 
repairs made. At a conference be- 
tween representatives of the company 
and the business interests of Roseau, 
it was suggested and agreed that in 
order to obtain more satisfactory 
service, the properties should be re- 
constructed and converted from mag- 
neto to common battery service. A 
petition setting forth the company’s 
estimated gross cost of conversion 
and their proposed schedule of in- 
creased rates was circulated and 
signed and subscribed to by seventy- 
four or all but ten business subscrib- 
ers. The total number of subscribers’ 
stations whose rates would be affect- 
ed by the proposed increase was 270, 
as of March 1, 1937. 


19 P.U.R.(N.S.) 


Evidence submitted by the compa- 
ny shows that a change from magneto 
to common battery service would in- 
volve the purchase of an additional 
lot, construction of a new office 
building, installation of new common 
battery central office equipment, sta- 
tion apparatus, a rearrangement of 
pole lines, and the installation of ad- 
ditional aerial and underground cable. 

Exclusive of those portions of the 
properties used in conducting toll 
service, the book cost of the plant in 
place, the estimated cost of facilities 
to be added and retired, and the es- 
timated cost of exchange facilities 
after conversion, as shown on page 3 
of § 1 of respondent’s Exhibit No. 
1, are as set forth in the statement 
below: [Table omitted.] 

Book cost, as of December 31, 
1936, and the estimated book cost 
after conversion to common battery 
service, constitute the only rate base 
value evidence presented by the com- 
pany. No evidence was offered to 
show the amount of accrued depre- 
ciation in existing properties or in 
the properties after conversion. As- 
suming that the accrued depreciation 
in the present properties situated at 
this exchange was no greater than 
the average for the system properties 
as a whole as measured by the ac- 
crued balance in the reserve, the 
amount applicable to existing depre- 
ciable properties and the estimated 
amount applicable to convert the com- 
mon battery plant would be as fol- 
lows: [Table omitted. ] 

Contending that the change in type 
of service will result in an increase in 
operating expenses and in the amount 
of charges for depreciation and re- 
turn because of the added investment, 
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RE NORTHWESTERN BELL TELEPHONE CO. 


the company is asking for an increase 
in rental rates. The present and pro- 
posed schedule of classified net rental 
rates being as follows: 


Net Monthly 
Rental Rates 


Present Proposed 


Business— 
SOE: TURE nc ccccnenenes $2.00 $3.00 
EE CEE. So anebewease None 2.50 
Residence— 
ete CP ocsnconcetess 1.50 1.75 
PEE Gi gaeksuceces None 1.50 
DOE TBs ccecsctenss 1.00 12 
Multi-party rural ....... 1.25 1.50 


Based on the number of subscribers 
served as of March 1, 1937, evidence 
of the company shows that the rates 
applied for would increase the annual 
rental charges of subscribers by the 
following amounts: 





PERS SUDECEIOES once ccicicnscscs $948 
Residence subscriber ..........2-e0+ 489 
DE GEGEN. ka ddkcicsacecvoseds 21 

MEE <citacuekacen vamkionaeenes $1,458 


Evidence presented by the company 
and reports on file with the Commis- 
sion, which were made a part of the 
record in the instant case, show a con- 
stant and substantial increase in the 
number of company stations served at 
the Roseau exchange and a corre- 
sponding increase in revenues. 

The table next below shows in col- 
umn (1) the average number of com- 
pany stations, in (2) the average book 
cost of exchange facilities, in (3) the 


Year (1) 
ABR Seas e arene Reape ce oor ee 195 
DE -aadcussinesaseecsevetewers 206 
PE sic nase ooGino eee ekeads + 212 
Sere ere 220 
PEE ccaotwserces cee terees Seaue 225 
PID canine 66 cscbesen bee senbeses 239 
a a epee 259 
Wo Gi6oo cadres eeuneesiedtuund 280 
a | a . oa 


* Indicates Deficit. 


total telephone revenues, in (4) the 
net income available for return, and 
in (5) the annual charge for depre- 
ciation. 

Compared with 1929, the 1936 re- 
turns show that the number of owned 
stations increased 85 or 44 per cent, 
the average book cost increased $6,- 
044 or 33 per cent, the total operat- 
ing revenues increased $1,600 or 36 
per cent, and the net income increased 
$1,054. 

[1] Inasmuch as the investment 
figures shown in column (2) are the 
total book cost figures without any 
deduction for accrued depreciation, 
the amounts therein stated are in ex- 
cess of the fair value of the proper- 
ties for rate-making purposes. Rec- 
ords of the company are not main- 
tained in a manner to show the 
amount of accrued depreciation ap- 
plicable to each individual exchange 
or for all properties situated in Min- 
nesota. For the system as a whole 
the depreciation reserve balance as of 
December 31, 1936, was 32.27 per 
cent of the book cost of depreciable 
properties and 29.53 per cent of the 
total book cost of both depreciable 
and nondepreciable properties. Be- 
cause of excess charges for deprecia- 
tion expense the net income amounts 
appearing in column (4) are under- 
stated. 


(2) (3) (4) (5) 
$18,399 $4,407 $456* $908 
19,129 4,546 29* 943 
19,749 4,639 538 975 
19,982 4,819 294 948 
20,470 4,850 149 928 
22,528 5,093 328* 1,027 
24,147 5,615 429 1,103 
24,443 6,007 598 1,152 
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The table next below shows in col- 
umn (1) the actual revenues and ex- 
penses for the calendar year 1936 as 
determined and presented by the 
company, in (2) the amount of reve- 
nues which the company estimated 
would accrue, based on the number 
of stations served as of March 1, 
1937, at the proposed increased rates, 
and estimated expenses which would 
be incurred in operating the recon- 
structed and converted exchange fa- 
cilities, and in (3) the revised reve- 
nue and expense estimates, which the 
Commission finds and allows as rea- 
sonable for rate-making purposes. 
[Table omitted. ] 

For reasons hereinafter stated, the 
Commission finds that the amounts 
claimed by the company as the future 
normal estimated cost of maintaining 
and operating the reconstructed and 
converted plant are excessive. In ar- 
riving at the necessary revenue in- 
creases needed to provide a reason- 
able rate of return on the fair value 
of the reconstructed and converted 
telephone facilities, the Commission 
is of the opinion and finds: 

1. That the proposed increase in 
village and rural residence subscriber 
rates providing for an annual revenue 
of $510 per year should be disal- 
lowed ; that based on the average un- 
collectible revenue charges for the 
seven years last past the future an- 
nual charge will be $11 less than the 
company’s estimated figure. 

2. That based upon the average 
cost per station for repairs of central 
office equipment, station apparatus, 
and for station removals and changes 
and other maintenance expenses, the 
future normal maintenance expense 
will be $332 less than the company’s 


19 P.U.R.(N.S.) 


estimate, but $53 more than was the 
actual amount expended in 1936. 

[2] 3. Evidence presented by the 
company shows that the composite 
average depreciation rate used in com- 
puting future depreciation expense, 
was 5.22 per cent. For the classes of 
plant which will be in use after the 
proposed reconstruction and conver- 
sion is made, a composite rate of 
3.92 per cent will be adequate. The 
application of said rate to the aggre- 
gate book cost of depreciable proper- 
ties produces an annual charge which 
is $256 less than the estimated amount 
claimed by the company. 

4. For commercial expenses, the 
amount allowed is $155 less than the 
company’s estimated future normal 
charge, said allowance being based on 
the reported actual average cost per 
station for the calendar years 1933 
to and including 1935. 

5. For general office salaries and 
expenses assignable to Roseau ex- 
change service operations, the amount 
allowed is the same as the company’s 
actual charge for 1935 in which there 
was included approximately $100 for 
employees’ accident, sick, and death 
benefits and pensions. The district 
court in its recent decision in the St. 
Paul Rate Case disallowed expendi- 
tures of that character as being im- 
proper charges to operating expenses 
in a rate case proceeding. 

[3] 6. For Licensee Revenue Dr. 
charges, representing fees charged by 
and paid the American Telephone and 
Telegraph Company, the amount al- 
lowed is 14 per cent of the local serv- 
ice revenues as provided for in the 
licensee contract. The propriety and 
legality of this charge is questionable 
and is now under investigation by the 
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RE NORTHWESTERN BELL TELEPHONE CO. 


Communications Commis- 


Federal 
sion. 
[4] 7. For the allocation and ap- 


portionment of exchange facilities 
and expenses the methods employed 
by the company are predicated on the 
theory that no part of the investment 
or expenses attaching to the facilities 
situated on and between subscribers’ 
premises and the exchange switch- 
board should be allocated or assigned 
to toll service. Said theory and meth- 
ods are contrary to law as interpreted 
by the United States Supreme Court 
in Smith v. Illinois Bell Teleph. Co. 
(1930) 282 U. S. 133, 75 L. ed. 255, 
P.U.R.1931A, 1, 51 S. Ct. 65, and 
by the district court in the Tri-State 
Telephone & Telegraph Company, St. 
Paul Rate Case (1932) P.U.R. 
1933A, 38, wherein both courts held 
that a separation of properties and 
expenses as between exchange and 
toll should be made, or exchange serv- 
ice compensated, on which is termed 
a “station-to-station” basis instead of 
a “board-to-board” basis. In order 
to compensate exchange for toll use 
of exchange facilities situated on and 
between the subscriber premises and 
the central office switchboard, an al- 
lowance of 2.5 cents per original toll 
call is made. Application of said rate 
to the number of toll calls originating 


at Roseau in 1935 provides an annual 
rent compensation of $205. 

[5] For rate-making purposes the 
Commission finds the fair value of 
the reconstructed and converted ex- 
change properties to be $32,080, dis- 
allowing any increase in village and 
rural residence subscriber rates, the 
net income which will be derived 
from operation of the converted plant 
will be $1,821, or a sum equivalent to 
5.7 per cent return on the fair value 
of the properties. 

It is therefore ordered, that the 
Northwestern Bell Telephone Com- 
pany be, and the same is hereby au- 
thorized to establish and place in ef- 
fect the following net business tele- 
phone rates in lieu of those now in 
effect at Roseau, Minnesota: 


Per 

Month 

Business one-party line ..........06- $3.00 
Business two-party line ........esee+- 2.50 


It is further ordered, that the above 
increased net rates are to take effect 
when and after the exchange plant at 
Roseau has been rebuilt and convert- 
ed to a common battery exchange, in 
accordance with the plans specified in 
petitioner’s application herein, and 
after said converted plant has been 
tested and approved by the Commis- 
sion. 
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Re Merrill Gas Company 
[2-SB-80. ] 


Security issues, § 49 — Approval to effect reorganization — Inadequacy of earn- 


ings. 


A certificate of authority to issue stock was granted in furtherance of a 
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plan of reorganization under § 77-B of the Bankruptcy Act, although it 
was difficult to make the necessary statutory finding of “reasonable pro- 
tection” to preferred stockholders and “consistency with the public inter- 
est” because of inadequacy of earnings, in view of the fact that a Federal 
court had authorized the reorganization, it was the plan of the manage- 
ment to develop new business as rapidly as possible, and the security hold- 
ers were not in the position of innocent investors relying upon a finding 
by the Commission of “reasonable protection” but were to accept the new 
securities in settlement of their claims. 


[June 24, 1937.] 


oo for plan of reorganization and to issue securi- 


ties; granted, 


By the Commisston: The appli- 
cation, in the above-entitled matter, 
was filed with the Commission on Sep- 
tember 30, 1936, and requests, in sub- 
stance, the approval of the Commis- 
sion to the proposed plan of reorgani- 
zation of Merrill Gas Company. This 
application was filed concurrently 
with the institution of proceedings in 
the United States district court for 
the western district of Wisconsin for 
reorganization under § 77-B of the 
Bankruptcy Act. When the applica- 
tion was filed, the representative of 
petitioner suggested that action by the 
Commission be withheld until final de- 
termination of the proceedings in the 
Federal court. Under date of March 
30, 1937, the above-mentioned Fed- 
eral court signed an order authorizing 
the reorganization under the proposal 
submitted by the company. 

The history of this company be- 
gins in June, 1929, when the incor- 
porators of Merrill Gas Company 
filed with the Commission an appli- 
cation to issue securities for the pur- 
pose of securing funds with which to 
construct and operate a water gas util- 
ity in and adjacent to the city of 
Merrill, Lincoln county, Wisconsin, 
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to provide working capital and to pay 
organization expense. Pursuant to 
this application, the Commission, on 
July 8, 1929, authorized the company 
to issue the following securities : 


Common stock 
Preferred stock 
First mortgage 6% bonds 


The par value of bonds authorized 
was equal to approximately 60 per 
cent of the total estimated cost of the 
completed property. Due to the fact 
that this company was to be a new 
utility and, therefore, could not sub- 
mit any previous financial statements 
showing earning ability on which to 
base a finding of reasonable protec- 
tion to security holders, the Commis- 
sion invoked the powers conferred in 
subsection 1 of § 184.06 of the Wis- 
consin Statutes, and provided, in its 
order, that the proceeds derived from 
the sale of preferred stock and bonds 
should be impounded in separate trust 
funds with Midland National Bank 
and Trust Company of Minneapolis, 
Minnesota, under an impounding 
agreement which provided that all of 
the common stock should be sold and 
the proceeds used first for the pur- 
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poses enumerated, and that thereafter, 
upon subsequent certification of the 
Commission, based upon proper show- 
ing, the moneys held in the trust fund 
derived from the sale of preferred 
stock would be disbursed before any 
of the funds held in the trust fund 
derived from the sale of bonds would 
be released and disbursed. From time 
to time thereafter, the Commission 
certified to the release of all of the 
funds so impounded. It appears that 
only $79,500 principal amount of 
bonds were sold and that the balance 
of the $88,000 of bonds originally au- 
thorized were never sold. 

The company proposes to make the 
reorganization effective as of April 1, 
1937. The plan of reorganization, as 
approved by the court, will result in 
the following changes in the balance 
sheet accounts: (a) The $79,500 of 
outstanding bonds shall be considered 
as being satisfied and discharged of 
record and the trustee is authorized to 
execute a satisfaction of the mortgage 
and trust deed; and preferred stock 
shall be issued to the former bond- 
holders equal to 50 per cent of the 
principal amount of bonds so held; 
(b) the $25,000 of preferred stock 
now outstanding shall be considered 
as retired; and common stock shall 
be issued to the former preferred 
stockholders equal to 25 per cent of 
the par value of preferred stock so 
held; (c) the $55,800 of common 
stock now outstanding shall be consid- 


ered as canceled; and, upon the pay- 
ment of $10,000 into the treasury of 
the corporation, 1874 shares of com- 
mon stock of the reorganized com- 
pany shall be issued to the present 
common stockholder, C. I. Tenney 
Engineering Company; (d)_ the 
amount of taxes due to the city of 
Merrill are to be satisfied by a cash 
payment of $6,000; (e) accounts pay- 
able arising from the operation of the 
business prior to July 1, 1935, 
amounting to $7,980.56, are to be can- 
celed upon a cash payment of 10 per 
cent of the total amount; (f) credi- 
tors, whose claims of $478.12 are en- 
titled to priority by operation of law, 
are to be paid in full; (g) claims in- 
curred by the receiver of the company, 
amounting to $2,147.64 while operat- 
ing the business since July 1, 1935, 
are to be paid in full except the sum 
of $1,178.50, which is assumed by 
C. I. Tenney Engineering Company ; 
(h) organization expense, develop- 
ment costs, unamortized debt dis- 
count and expense, and miscellaneous 
suspense items will be written off the 
books of account. 

After giving effect to these adjust- 
ments, the balance sheet will show a 
capital surplus, due to reorganization, 
of $68,286 in lieu of a deficit of $60,- 
435.77. These adjustments are re- 
flected in the following Table I, show- 
ing the balance sheet of the company 
as of April 1, 1937, before and after 
giving effect to the reorganization 
plan: 
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TABLE I 


Assets 
Property and plant . 
Organization expense 
Development costs 
Cash 
Notes receivable 
Accounts receivable 
Material and supplies 
Prepayments 
Unamortized debt discount and expense 
Miscellaneous expense 


Liabilities 
Old common stock 
New common stock 
Old preferred stock 
New preferred stock 
Bonds 
Notes payable 
Accounts payable 
Consumers’ deposits 
Matured interest unpaid 
Salesmen’s commissions payable 
Taxes accrued 
Interest accrued 
Advances from affiliates 
Retirement reserve 
Contributions for extensions 
Miscellaneous reserves 
Capital surplus 


* denotes red figure. 


Under the provisions of § 196.79 


of the Wisconsin Statutes: “Reor- 
ganizations of all public utilities . 
shall be subject to the supervision and 
control of the Commission, and no 
such reorganization shall be had or 
given effect without the written ap- 
proval of such Commission. No plan 
of reorganization shall be approved by 
the Commission unless it shall be es- 
tablished by the applicant for such ap- 
proval that the plan of reorganization 
is consistent with the public inter- 
est.” 

A study of the earning ability of 
the company, as reflected by its income 
statements since the date of organi- 
zation, shows that the company has 
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After 
reorganization 


$147,344.13 


Before 
reorganization 


$147,344.13 
3,352.89 
3,322.15 
256.42 
191.29 
4,177.76 


Adjust- 
ments 


$3,352.89* 

3,322.15* 
10,000.00 

191.29* 


1,966.79* 
7,013.77* 
60,435.77* 


$66,282.66* 








$55,800.00* 
25,000.00 
25,000.00* 
39,750.00 
79,500.00* 


47.56 
6,020.33* 7,631.20 
795.00* 


6,075.08* 


68,286.00 
$66,282.66* 


68,286.00 
$165,112.35 








not earned a sufficient amount, after 
paying operating expenses and pro- 
viding for taxes and depreciation, to 
pay the fixed dividend charges at- 
tendant upon the issuance of $39,750 
par value of 5 per cent preferred 
stock. However, this preferred stock 
is to be noncumulative until July 1, 
1939, and cumulative thereafter and 
entitled to one vote for each share at 
all stockholders’ meetings during any 
default in payment of any dividend 
after July 1, 1939. 

In the light of known facts regard- 
ing the earning ability of the com- 
pany, it is difficult to make the nec- 
essary statutory finding of “reason- 
able protection” to preferred stock- 
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holders and “consistency with the pub- 
lic interest” as a prerequisite to ap- 
proving the reorganization plan and 
authorizing the issuance of those se- 
curities; but other facts are present 
in this case which warrant considera- 
tion in reaching a final determination. 
Among these facts are, first, the Fed- 
eral court has made its findings and 
decision, and second, it is the plan 
of the management to develop new 
business as rapidly as possible. The 
former bondholders now know, from 
the court decision, that they cannot 
expect anything better than this pre- 
ferred stock in exchange for their 
bonds and that if a default in divi- 
dends occurs, they can control the 
destinies of the corporation through 
their voting privileges. These securi- 
ty holders are not in the position of 
innocent investors relying upon a find- 
ing by this Commission of “reason- 


able protection” in order to select 
their investments; and it is reasonable 
to expect that the development of new 
business will improve the earnings of 


the company. In view of these con- 
ditions, the Commission is not dis- 
posed to withhold its approval for 
want of a more affirmative showing of 
“reasonable protection.’’ The Com- 
mission will, therefore, make the nec- 
essary statutory findings, in the cer- 
tificate of authority in this case, and 
authorize the issuance of the securi- 
ties, contemplated in the plan of re- 
organization which was approved by 
the Federal court. 


Certificate of Authority to Issue Stock 


Be it remembered, that on the 26th 
day of May, 1937, Merrill Gas Com- 
pany, a public service corporation, 
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filed with the Commission supplemen- 
tary data to its original application 
filed on September 30, 1936, and ap- 
plied to the Public Service Commis- 
sion of Wisconsin for the approval 
of the proposed plan of reorganiza- 
tion and for authority to issue $25,- 
000 par value of common stock and 
$39,750 par value of 5 per cent pre- 
ferred stock and for those purposes 
filed with the Commission a state- 
ment duly signed and verified by its 
president and its secretary as required 
by § 184.05 and § 196.79 of the Wis- 
consin Statutes ; 

That it appears from said statement 
that the United States district court 
for the western district of Wisconsin 
approved the plan of reorganization 
set forth in the application in this pro- 
ceeding under the provisions of § 77-B 
of the Federal Bankruptcy Act and 
that the corporation now desires the 
written approval of this Commission, 
pursuant to the provision of § 196.79 
of the statutes and also authority to 
issue the above-mentioned securities 
for the purpose of completing said 
reorganization ; 

That said corporation duly and sat- 
isfactorily complied with the require- 
ments of said statutes and the Com- 
mission, after considering said state- 
ment and the evidence before it, found 
and determined that the plan of re- 
organization is consistent with the 
public interest and that the financial 
condition, plan of operation, and pro- 
posed undertakings of the corpora- 
tion are such as to afford reasonable 
protection to the holders of the se- 
curities to be issued and that the pro- 
posed issue of $25,000 par value of 
common stock and $39,750 par value 
19 P.U.R.(N.S.) 
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of 5 per cent preferred stock is lawful ably necessary for the purposes of the 
and for lawful purposes and reason- corporation. 
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Alabama Power Company 


Cullman County Blocenie Membership 


Corporation 


[6 Div. 70.] 
(— Ala. —, 174 So. 866.) 


Statutes, § 5 — Presumption as to validity — Right of eminent domain. 
1. The legislature, in conferring the general right of eminent domain upon 
a cooperative electric organization, must be given credit for intending not to 
violate § 23 of the Constitution by conferring such power on a corporation, 
not municipal, for private use, p. 468. 


Corporations, § 13 — Authorization by specific statute — Statutory control. 
2. When a specific statute authorizes a corporation to be organized to do a 
certain nature of business for a certain purpose and to have privileges and 
powers of a public sort and when it is so organized and undertakes business 
by _ authority, its qualities are controlled by the provisions of the act, 
p. 


Public utilities, § 58 — Status of codperative association. 
3. A cooperative membership association organized under a special statute 
to make electric energy available to inhabitants of the state in a described 
area, not organized for pecuniary profit but authorized to serve only its 
members and persons formerly served by facilities which the corporation 
may acquire, is a public utility, where it is contemplated that all the in- 
habitants in the described territory shall be eligible to obtain service by 
complying with reasonable conditions and the corporation has the right of 
eminent domain and the franchise right to use the public highway, p. 468. 


Certificates of convenience and necessity, § 53 — When required — Operations 
by codperative association. 

4. A statute authorizing the organization of a cooperative association to 
furnish electricity without profit in a described territory, showing an inten- 
tion to make the act cover the whole field of regulation which should apply 
at the present time and containing internal evidence of an intention to 
exempt a corporation so organized from all regulatory requirements not 
prescribed for it in the act itself, exempts such corporation from the re- 
quirement of § 9795, Code, requiring a certificate of convenience and neces- 
sity, p. 470. 

19 P.U.R.(N.S.) 464 
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Constitutional law, § 22 — Class legislation — Codperative association. 
5. The legislature is justified in classifying separately mutual codperative 
organizations and corporations created not for profit making but for co- 
Operative benefits to its members, and doing business in the main with its 
members, so as to exempt them from the operation of laws applicable to 


enterprises conducted for making a return on their capital invested, p. 
471. 
Statutes, § 6 — Validity — Title — Organization of codperative. 

6. A statute authorizing the organization of a cooperative electrical cor- 
poration does not violate § 45 of the Constitution because the title refers 
to a nonprofit organization and the body of the act requires sufficient profit 
to pay the principal and interest of its obligations in addition to operating 
expenses, since it is not contemplated by the act that the profit shall be such 
as will exceed operating costs after paying the obligations incurred in op- 
eration and in the construction and extension of service, p. 473. 


Municipal plants, § 2 — Status — Proprietary capacity. 
Statement that when a municipal corporation supplies its inhabitants with 
light, gas, or water service it is not in the exercise of a governmental 
function but is acting in the capacity of a private or quasi public corpora- 
tion, p. 469. 

Service, § 118 — Obligation to serve — Acceptance of franchise. 
Discussion of the obligation to serve all persons accessible to lines of an 
electric corporation upon which the legislature has conferred a franchise 
right to use the public highways, p. 469. 

Rates, § 14 — Power to regulate — Public utility status. 


Statement that the regulation of charges for services or commodities is 
a legislative function only when applicable to business affected with a pub- 
lic interest, p. 470. 


Public utilities, § 21 — Status of corporation — Organization engaging in business. 


Statement that a corporation organized under general laws applicable to 
all corporations may set out a purpose and have the power to engage in the 
utility business but not be a public utility until it engages in such service or 
holds itself out to do so, p. 470. 


[May 20, 1937. Rehearing denied June 17, 1937.] 


PPEAL from decree of circwit court sustaining demurrer to 

bill in suit to enjoin a codperative electric corporation 

from engaging in business in the area of a public utility cor- 
poration; affirmed. 


¥ 


APPEARANCES: St. John & St. Foster, J.: This is a suit by ap- 
John, of Cullman, and Martin, Turn- _ pellant to enjoin appellee from engag- 
er & McWhorter, of Birmingham, for _ ing in the electric utility business with- 
appellant; James & Stewart, of Cull- in the area in which appellant has a 
man, for appellee. permit to serve a like business to the 
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public. The claim is that appellee, 
though a public utility, has no certif- 
icate of convenience and necessity re- 
quired by § 9795, Code 1923. That 
section of the Code prohibits the con- 
struction of a plant property or facil- 
ity for the production, transmission, 
delivery, or furnishing of electricity 
until written application is made to the 
Public Service Commission, and it 
shall issue a certificate of convenience 
and necessity. 

Section 9742, Code, defines a util- 
ity, when used in that article, to mean 
and include any person not engaged 
solely in interstate commerce who 
shall own, operate, lease, or control 
any plant, property, or facility for the 
generation, transmission, or distribu- 
tion, sale, or furnishing to or for the 
public of electricity for light, heat, or 
power, or other uses. 


Appellant invokes the rule stated, 
as follows, in Springfield Gas & E. 
Co. v. Springfield (1920) 292 Ill. 236, 
239, 126 N. E. 739, 18 A.L.R. 929 


(and approved in Frost v. Okla- 
homa Corp. Commission, 278 U. S. 
515, 73 L. ed. 483, P.U.R.1929B. 
634, 49 S. Ct. 235): “. a pri- 
vate corporation lawfully operating a 
public utility may have an injunction 
against another private corporation 
operating without authority of law a 
similar utility. which competes with 
and injures the former’s business.” 

The only requirements of this prin- 
ciple which need consideration, and 
argued at the bar, are (1) that appel- 
lee is a utility, and (2) that it is re- 
quired as such to have a certificate of 
convenience and necessity under § 
9795, supra, to make its operations 
legal. 

We will consider those questions in 
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the order as stated. It must own, op- 
erate, lease, or control facilities for 
the distribution, sale, or furnishing 
of electricity to or for the public, since 
it is not supposed to be a utility upon 
any other basis. It was created and 
operates under authority of an act of 
the legislature of Alabama, approved 
February 7, 1935, page 100, amend- 
ed by act approved July 8, 1935, p. 
229 (General Acts, 1935). It is al- 
leged to be operating by authority of 
that act, and without a certificate of 
convenience and necessity. It is a 
public electric utility if corporations 
thus organized and operating are so 
made by that act. 

It is declared in § 2 that the cor- 
poration is without “pecuniary profit 
for the purpose of promoting and en- 
couraging the fullest possible use of 
electric energy in the state by making 
electric energy available to inhabi- 
tants of the state at the lowest cost 
consistent with sound economy and 
prudent management of the business 
of such corporations.” 

“Person” or “inhabitant’’ is defined 
to mean and include “natural per- 
sons, firms, associations, corporations, 
business trusts, partnerships, and 
bodies politic.” 

“Acquire” shall “mean and include 
construct, acquire by purchase, lease, 
devise, gift, or the exercise of the 
right of eminent domain.” Section 3. 

“The natural persons executing the 
certificate of incorporation shall be 
residents of the territory in which the 
operations of the corporation are prin- 
cipally to be conducted who are de- 
sirous of using electric energy to be 
furnished by the corporation.” Sec- 
tion 5. 

The corporate purpose is to render 
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service to its members only, and no 
one shall become a member unless he 
shall use its service, and shall pay a 
membership fee of $10; provided, 
that if it shall acquire “electric facili- 
ties already dedicated or devoted to 
the public use it may, for the purpose 
of continuing existing service and 
avoiding hardship, continue to serve 
the persons served directly from such 
facilities at the time of such acquisi- 
tion without requiring that such per- 
sons become members.”’ Section 9, 
as amended (Gen. Acts 1935, p. 230, 
§ 2). 

It is given the power, among other 
things, (c) “To acquire [which we 
assume means as defined in § 3, su- 
pra], hold, and dispose of property, 
real and personal, tangible and in- 
tangible, or interests therein and to 
pay therefor in cash or on credit.” 
(f) “To construct works across or 


along any street or public highway, or 
over any lands which are now or may 
be the property of this state or any 
political subdivision thereof without 
obtaining any franchise or other per- 


mit.’’ (Not now considering the ef- 
fect of § 220 of the Constitution. ) 
Section 11. 

No bonds or obligations of the cor- 
poration shall be issued or sold “until 
consent to the issuance and sale there- 
of shall have been given by the public 
works board of Alabama or in the 
event no such body is in existence at 
the time, by the Alabama Public Serv- 
ice Commission, to be evidenced by 
resolution or order under seal of such 
body granting such consent.’’ There 
must be a public hearing. The board 
shall declare the purpose to be sub- 
served, and uses for the money, and 
it shall be used only for the purpose 
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approved by the Board or Commis- 
sion. Section 12}. 

It is also provided that the corpo- 
ration may extend its operations into 
new territory (that is, territory not 
described in its certificate of incor- 
poration as required by § 4), by an 
amendment to its certificate of incor- 
poration, provided that, if it includes 
part of the territory of another cor- 
poration, amendment of the certificate 
covering the proposed extension shall 
contain a statement to the effect that 
such other corporation or corpora- 
tions have been requested in writing 
to construct the extensions, and de- 
clined to do so. This is in § 17. 

The rates charged the customer 
members shall be sufficient to pay op- 
erating and maintenance expenses, 
and the principal and interest of its 
obligations and reserves. The excess 
shall be returned to the members in 
some form. Section 18, as amended 
(Gen. Acts 1935, p. 230, § 4). 

The corporation is given other 
powers as to management, etc., usual 
in a private corporation. It is not 
expressly required to get a certificate 
of convenience and necessity, nor ex- 
pressly exempted from the require- 
ment made in § 9795, supra. 

To summarize the pertinent fea- 
tures of the act as respects the ques- 
tion of whether a corporation formed 
under it is a public utility, we note 
the following: (1) It is not for pe- 
cuniary profit. (2) It is to make 
electric energy available to inhabi- 
tants of the state (in its described 
area), and promote and encourage 
their use to the extent most useful. 
(3) It confers the broad right of 
eminent domain. (4) It does not lim- 
it or restrict the right of any person 
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to become a member and consumer of 
its service. (5) It confers the right 
to construct its works across or along 
the public highways and streets, even 
without obtaining permission, such as 
is required by § 220, Constitution. 
(6) It can issue no bonds without a 
permit from the public works board. 
or, in the alternative, Alabama Pub- 
lic Service Commission. (7) It can- 
not encroach on the territory of an- 
other such corporation until the latter 
has declined to serve. (8) The for- 
mula for fixing the amount of its tolls 
and charges is fixed by law. 

The certificate of incorporation con- 
tains a declaration that “any person 
who shall agree to use energy supplied 
by the corporation (from its lines) 
may be admitted to membership . . . 
upon complying with the other terms 
and conditions with respect to mem- 
bership contained in this certificate of 
incorporation or in the by-laws.” 
One purpose is declared to be “to gen- 
erate, manufacture, purchase, acquire, 
and accumulate energy for its mem- 
bers and to transmit, furnish, sell, and 
dispose of such electric energy to its 
members and to such other customers 
as may validly be served by the cor- 
poration pursuant to said Electric 
Membership Corporation Act.” 

This is within the definition of a 
public electric utility declared in 
§ 9742 (3) Code, and the law gen- 
erally. Section 23 of the Constitu- 
tion provides that private property 
shall not be taken for private use or 
for the use of corporations, other 
than municipal, without the consent 
of the owner, except certain rights of 
way. 

[1-3] In conferring the general 
right of eminent domain, the legisla- 


ture must be given credit for intend- 
ing not to violate § 23, Constitution, 
by conferring such power on a cor- 
poration, not municipal, for private 
use. Harvey v. Warren (1925) 212 
Ala. 415, 102 So. 899; Mt. Vernon- 
Woodberry Cotton Duck Co. v. Ala- 
bama Interstate Power Co. (1916) 
240 U. S. 30, 60 L. ed. 507, 36 S. Ct. 
234; 20C. J. 548, § 35. 

The unrestricted gratuitous grant 
by the state to the corporation to make 
permanent structures across and along 
the highways must also be considered 
as an indication that the legislature 
considered it was aiding a public or 
quasi public enterprise. Crawford v. 
Alabama Power Co. (1930) 221 Ala. 
236, 128 So. 454. This right does 
not exist without a state grant. Mo- 
bile v. Farrell (1934) 229 Ala. 582, 
158 So. 539, though it is not an ad- 
ditional servitude. Crawford v. Ala- 
bama Power Co. supra; Hobbs v. 
Long Distance Teleph. & Teleg. Co. 
(1906) 147 Ala. 393, 41 So. 1003, 
7 L.R.A.(N.S.) 87, 11 Ann. Cas. 
461. 

But the grant of the right to con- 
struct permanent fixtures along the 
highways for the use in question, giv- 
en to a corporation organized for a 
definite purpose, and for the general 
benefit of the inhabitants of a given 
territory, without consideration, bur- 
densome provisions, or limit of time, 
is a strong circumstance that the gran- 
tee was intended to be one who would 
operate for the public benefit. Craw- 
ford v. Alabama Power Co. supra. 

It seems also reasonably clear that 
it is contemplated by the act, and it 
is provided in the articles of incor- 
poration, that electric service shall be 
available to all the inhabitants of the 
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territory to be served, who comply 
with the conditions. The certificate 
of incorporation must describe the 
territory in which the operations are 
to be conducted, § 4, subject to ex- 
tension to additional territory upon 
an amendment to the certificate, § 17. 
If the territory is fantastic in extent 
or void for uncertainty, its existence 
as a corporation cannot be tested by 
injunction but it is usually done by 
quo warranto. Gelders v. State ex 
rel. Freeman (1909) 164 Ala. 592, 
51 So. 232; State ex rel. Kinney v. 
Steppville (1936) 232 Ala. 407, 168 
So. 433; State ex rel. Allen v. Camp- 
bell (1912) 177 Ala. 204, 58 So. 905. 

It therefore resembles very strik- 
ingly the service rendered by a mu- 
nicipal corporation to its inhabitants. 
It relieves them of the necessity of 
forming a municipal corporation for 
that purpose, and as a substitute al- 
lows the inhabitants who wish the 
service to form a corporation for that 
purpose only. When a municipal cor- 
poration supplies its inhabitants with 
light, gas, or water service, it is not 
in the exercise of a governmental 
function, but is acting in the capacity 
of a private or quasi public corpora- 
tion. Springfield Gas & E. Co. v. 
Springfield, supra; Montgomery v. 
Greene (1913) 180 Ala. 322, 60 So. 
900. When those same inhabitants 
have not formed a municipal corpora- 
tion, but, by authority of law, a pri- 
vate or quasi public corporation for 
such service, there is no substantial 
difference between the two forms of 
corporation in respect to that service. 
Montgomery v. Greene, supra. 

It is contemplated in both that all 
the inhabitants in the described terri- 
tory shall be eligible to obtain the 
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service by complying with the reason- 
able conditions. So that they are both 
serving and constituted to serve the 
public in that area—an essential ele- 
ment of a utility. State ex rel. Wood 
v. Consumers’ Gas Trust Co. (1901) 
157 Ind. 345, 61 N. E. 674, 55 L.R.A. 
245 

The legislature has conferred on 
the corporation a franchise right to 
use the public highways. Mobile v. 
Farrell, supra. The acceptance of 
such a grant carries with it the duty 
of supplying all persons accessible to 
its lines with electricity when they 
meet the conditions prescribed. Mo- 
bile v. Bienville Water Supply Co. 
(1901) 130 Ala. 379, 384, 30 So. 
445, 447; Montgomery v. Greene, su- 
pra. The public contemplated need 
not reach beyond accessibility to serv- 
ice to show that it is a utility. 

The bill alleges that the corporation 
proposes to serve the public in that 
territory, and has been soliciting 
membership among the public so as 
to be subject to service. 

The restriction on the right to issue 
bonds was, we think, intended as a 
protection to the members them- 
selves, and so as to prevent such man- 
agement as would cripple the corpora- 
tion in its ability to serve, as well as 
a blue sky measure within the state’s 
police power to protect the investing 
public, and shows a control in that 
respect beyond the requirements of a 
simple blue sky law, but such as ap- 
plies to utilities. Also the prohibition 
of one corporation to encroach on the 
territory of another, except as pre- 
scribed, contains a regulation against 
competition not applicable to nonutil- 
ities and private business. 

Likewise the rules laid down as to 
19 P.U.R.(N.S.) 
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the fixation of fees and charges for 
service, and the use to be made of the 
income, have no application to private 
business. The regulation of charges 
for services or commodities is a legis- 
lative function only when applicable 
to business affected with a public in- 
terest. Mobile v. Rouse (1937) 233 
Ala. 622, 173 So. 266; Franklin v. 
State ex rel. Alabama State Milk Con- 
trol Board (1936) 232 Ala. 637, 169 
So. 295. 

The legislature should not be sup- 
posed to have intended to do some- 
thing which was not in its power, 
when it was within its power if it 
intended to create a corporation to 
serve the public so as to affect it with 
a public interest. It set up a series of 
regulations not otherwise appropriate 
or within its power. It cannot be said 
to have a purpose to free the corpora- 
tion from state control when it at the 
same time exercises such control. 
Having set up such a reserved pow- 
er, the right to exercise it is not lim- 
ited by the extent to which it is exer- 
cised. That it assumes to exercise 
control shows a purpose to affect it 
with a public use in respect to a mat- 
ter which it may or may not declare 
to be so affected. 

The chief uses in which the public 
is interested in the operation of this 
corporation are those which are ele- 
ments of a public utility. But the im- 
portant matter in that respect, which 
the legislature seemed to be certain 
about, is the exercise of supervision 
by its authority, and proceeded to en- 
act regulatory measures. 

Many cases have been cited by ap- 
pellant on the one hand and appellee 
on the other expressive of their opin- 
ion, respectively, that corporations en- 


gaged in certain operations are or are 
not public utilities. But those cases 
do not interpret statutes which pro- 
vide the conditions on which the cor- 
poration is organized, and which de- 
termine the nature of the operations, 
whether such corporation exercises 
the authority so conferred or not, 
such as we are now considering. 

A corporation organized under 
general laws applicable to all corpora- 
tions may set out a purpose and have 
the power to engage in the utility busi- 
ness, but not be a utility until it en- 
gages in such service or holds itself 
out to do so. Hinds County Water 
Co. v. Scanlon, 159 Miss. 757, P.U.R. 
1931C, 330, 132 So. 567; Allen v. 
Railroad Commission (1918) 179 
Cal. 68, P.U.R.1919A, 398, 175 Pac. 
466, 8 A.L.R. 249, note, page 286. 

But when a specific statute author- 
izes a corporation to be organized to 
do a certain nature of business for a 
certain purpose, and to have privileges 
and powers of a public sort, when it 
is so organized and undertakes busi- 
ness by such authority, its qualities 
are controlled by the provisions of the 
act. It can only perform as there 
provided, and cannot circumscribe its 
duties within limits not there set out. 

The legislature has set up authority 
for a corporation and affected it with 
a public interest, and has control over 
it by present and future legislation 
such as ordinarily is applicable to a 
utility, and has given it those quali- 
ties which the Code provisions and 
general principles define as constitut- 
ing a utility. 

[4] From the fact that appellee is 
a utility, appellant passes easily to the 
conclusion that it is operating illegal- 
ly, since it has no certificate of con 
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venience and necessity under § 9795, 
Code. But we think that the act con- 
tains every internal evidence of an in- 
tention to exempt a corporation so 
organized from all regulatory require- 
ments not prescribed for it in the act 
itself. It shows an intention to make 
the act cover the whole field of regula- 
tion which should apply at the present 
time. 

[5] It is also contended that when 
so construed it is an unreasonable 
classification, requiring a certain duty 
by some electric utility corporations 
serving the public and exempting oth- 
ers, and violates due process, and 
equal protection. That would result 
if the classification were unreasonable 
and arbitrary. 

This contention was made in re- 
spect to the exemption of municipal 
corporations from the requirements 
of the utility laws. In the case of 
Springfield Gas & E. Co. v. Spring- 
field, supra, at p. 247 of 292 IIl., the 
supreme court of Illinois approved the 
classification on reasoning which is 
applicable to this appellee, as follows: 

“The purposes of the Public Util- 
ities Act were to prevent exorbitant 
rates, unjust discrimination, and un- 
due preferences in rates between dif- 
ferent consumers and at the same 
time to protect public utilities from 
local influences which would compel 
them to render services at such low 
rates that efficient services to the pub- 
lic would be thereby impaired. To 
enable consumers to protect them- 
selves against exorbitant rates and 
unjust discrimination without com- 
pelling them, in the first instance, to 
resort to their right to a hearing un- 
der the act on the question of rates, 
§§ 33, 34, and 35 were incorporated 
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in the Public Utilities Act, requiring 
the filing of schedules of rates and 
the posting and publishing of the 
same. No such requirement is neces- 
sary for the protection of the con- 
sumer when the utility is owned and 
operated by the municipality. 

Their charges for such services are 
siinply to be high enough to produce 
revenue sufficient to bear all costs of 
maintenance and operation, to meet 
interest charges on bonds and certifi- 
cates issued on account thereof, and 
to permit the accumulation of a sur- 
plus or sinking fund sufficient to mect 
all outstanding bonds or certificates 
at maturity issued on account of such 
utilities. The statute does not con- 
template that the rates shall be high- 
er or lower than for the purposes 
aforesaid, no matter what effect such 
rates and charges may have upon oth- 
er corporations or persons owning or 
operating public utilities. ; 

“It is contemplated that private 
corporations and persons shall realize 
profits. The legislature had the right 
to assume that the rates and charges 
of each of these two classes of pub- 
lic utilities would not and could not 
be the same to consumers. It is clear, 
therefore, that the legislature acted 
within its constitutional rights and 
powers in enacting the two statutes 
and making different provisions in so 
far as the same were necessary to 
accomplish the purposes for which 
the two acts were enacted.” 

This has been approved in our case 
of Culpepper v. Phenix City (1927) 
216 Ala. 318, 113 So. 56. It was so 
affirmed by the United States Supreme 
Court in Puget Sound Power & 
Light Co. v. Seattle (1934) 291 U. 
S. 619, 78 L. ed. 1025, 54 S. Ct. 542. 


19 P.U.R.(N.S.) 
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We quote as follows from the opin- 
ion of that court in the Springfield 
Case (1921) 257 U. S. 66, 66 L. 
ed. 131, P.U.R.1922A, 576, 578, 42 
S. Ct. 24: “The private corporation 
whatever its public duties is organized 
for private ends and may be presumed 
to intend to make whatever profit the 
business will allow. The municipal 
corporation is allowed to go into the 
business only on the theory that there- 
by the public welfare will be sub- 
served. So far as gain is an object 
it is a gain to a public body and must 
be used for public ends.”’ 

Appellee corporation must confine 
its operations to the territory de- 
scribed in its certificate, or as 
amended, and its justification is only 
on the theory that the public in that 
district will be served with electricity 
to the “fullest possible” extent, and 
“at the lowest cost consistent with 


sound economy and prudent manage- 


ment.”’ It is the same motive which 
the authorities declare exists when a 
municipal corporation engages in such 
service. The latter is separately 
classified for this purpose not be- 
cause it is a municipal corporation in 
the exercise of governmental powers. 

If the municipal corporation could 
be stripped of all its governmental 
functions, but retain only that of the 
service of electricity to its inhabitants, 
it would occupy a position such as is 
approved in those cases, and be es- 
sentially similar to that of this ap- 
pellee in respect to the inhabitants of 
the territory described in its certifi- 
cate of incorporation. “Municipali- 
ties stand upon the same footing in 
this respect as would an individual or 
private corporation,” quoted from 
Montgomery v. Greene, supra, at p. 
19 P.U.R.(N.S.) 


333 of 180 Ala. The Springfield 
Case, supra, justified municipal cor- 
porations as a separate class in this re- 
spect because of their status similar 
to that of appellee without giving ef- 
fect to their governmental qualities. 
It was dealing with a law which re- 
quired the city to charge for the 
service only such amount as will pro- 
duce no net gain from the operation. 

There are no profits for members 
of appellee. If there should be, it is 
to be restored to the members who 
contributed to the income, on some 
equitable bases. The gain to them 
was evidently intended to be in the 
abundance of cheap service. There 
is no capital invested on which a re- 
turn is contemplated. No capital 
stock is provided for. 

A similar difference in classifica- 
tion has been approved for taxation 
when an exemption of a cooperative 
utility was justified because it was 
nonprofit making, but for the mutual 
benefit of its members, with this ob- 
servation: “The exempt property is 
used for the personal convenience of 
the owners, while the taxed property 
represents commercial investment for 
profit-making purposes.” Citizens 
Teleph. Co. v. Fuller (1913) 229 U. 
S. 322, 57 L. ed. 1206, 33 S. Ct. 833, 
836. 

And in the case of German Alli- 
ance Ins. Co. v. Lewis (1914) 233 
U. S. 389, 418, 58 L. ed. 1011, 34 
S. Ct. 612, 621, L.R.A.1915C, 1189, 
the court was dealing with a program 
by which the rates of fire insurance 
premiums were regulated, and held 
that the subject was affected with a 
public interest, and that the legisla- 
ture was within its constitutional 
power in respect to the program, and 
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further that it made a classification 
not subject to attack because it ex- 
empted from such regulation farmers’ 
mutual insurance companies which in- 
sure only farm property of its mem- 
bers, and observed: “There are cer- 
tainly differences between stock com- 
panies, such as complainant is, and the 
mutual companies described in the 
bill, and a recognition of the differ- 
ences we cannot say is outside of the 
constitutional power of the legisla- 
ture.” 

The case of Frost v. Oklahoma 
Corp. Commission, 278 U. S. 515, 
73 L. ed. 483, P.U.R.1929B, 634, 
49 S. Ct. 235, is relied upon as an 
authority supporting appellant. But 
it is shown that the corporation in 
question was not organized under the 
act of 1917 of Oklahoma for mutual 
help, but under the act of 1919 with 
capital stock; allowed to do business 
with others, to make profits, and de- 
clare dividends. “Such a corporation 
is in no sense a mutual association,” 
as there declared, but does business 
with the general public for the sole 
purpose of making money. There- 
fore the differences relied on to justi- 
fy the classification are there said to 
be without substance. But in the 
same opinion it was declared that one 
organized for mutual codperative pur- 
poses under the act of 1917 could be 
classified separately from others in 
respect to the necessity for a certificate 
of convenience and necessity. It was 
dealing with cotton gins declared to 
be affected with a public interest 
when so provided by an act of the 
legislature. The majority opinion 
was written by Justice Sutherland, 
with the minority by Justice Brandeis. 
The ground of dissent in this connec- 


tion was on the question of whether 
the corporation organized under the 
act of 1919, as just described, fur- 
nished a basis for a just classification. 
The majority held that it did not, and 
the minority that it did. But both 
agreed that one organized under the 
act of 1917, in all essentials similar 
to appellee here, did furnish a basis 
for such classification, on the author- 
ity of American Sugar Refining Co. 
v. Louisiana (1900) 179 U. S. 89, 
45 L. ed. 102, 21 S. Ct. 43, and 
Liberty Warehouse Co. v. Burley 
Tobacco Growers’ Co-op. Marketing 
Asso. (1928) 276 U. S. 71, 72 L. ed. 
473, 48 S. Ct. 291. 

All the cases we have seen jus- 
tify the legislature in classifying 
separately mutual coOdperative organ- 
izations and corporations created not 
for profit making but for codperative 
benefits to its members, and doing 
business in the main with its mem- 
bers, so as to exempt them from the 
operation of laws applicable to enter- 
prises conducted for making a return 
on their invested capital. 

The cases cited by appellant in 
which it is held that codperative util- 
ity companies are subject to the gen- 
eral utility laws are where there was 
no statute making a different classi- 
fication for them. When that is done, 
we cannot say that there is no reason- 
able basis for it. 

[6] We are not impressed with the 
contention that the act violates § 45 
of the Constitution because the title 
refers to a nonprofit organization, 
and the body of the act requires suffi- 
cient profit to pay the principal and 
interest of its obligations, in addi- 
tion to operating expenses. We think 
profit here is such as will exceed its 
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operating cost after paying the ob- 
ligations incurred in its operations, 
and in the construction and extension 
of its service. This is not contem- 
plated by the act. That is what is 
implied, if not so expressed, in the 
Springfield Case, supra. 

We have stated our views upon 


the contentions made by appellant as 
we understand them. The result is 
that there was no error in sustaining 
the demurrer to the bill. 

Affirmed. 


Anderson, C. J., and Gardner and 
Bouldin, JJ., concur. 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Public Utility Commission 


Edison Light & Hees Company 


[Complaint Docket No. 11108.] 


Return, § 87 — Electric utility — Temporary rates. 
1. The Commission applied a rate of 6 per cent for the purpose of deter- 
mining temporary rates of an electric utility pending final determination 
of a rate proceeding, p. 475. 

Expenses, § 91 — Regulatory expense — Effect of excessive rates. 
2. An item charged to regulatory expenses, consisting largely of rate case 
expenses incurred in a proceeding wherein it appears that rates are unrea- 
sonable and excessive, should be deducted from operating expense, p. 475. 


§ 630 — Temporary reduction — Customers to be benefited. 


3. A temporary electric rate reduction pending final determination of a 
rate proceeding should accrue to those classes of consumers who are paying 
higher than the general average rate of energy, p. 476. 


§ 85 — Powers of Commission — Temporary rates. 


4. The Commission, under the provisions of § 310 (c) of the Public 
Utility Law relating to temporary rates, pending final determination of 
rate proceeding, may fix, determine, and prescribe temporary rates every 
month, or at any other interval, if it be of opinion that the public interest 
so requires, and exercise of the power there conferred may result from 
any substantial change in condition which comes to the attention of the 
Commission, p. 476. 


[July 13, 1937.] 


gear onaiogg on motion of Commission to determine rea- 
sonableness of electric rates; interim report and order issued 
imposing temporary rates. 
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By the Commission: This pro- 
ceeding is an inquiry and investi- 
gation instituted on the motion of the 
Commission to determine the reason- 
ableness of the rates of respondent, 
Edison Light and Power Company. 
Several hearings have been held in 
the proceeding, some prior to June 1, 
1937, the effective date of the Public 
Utility Law, and others subsequent to 
that date. 

Section 310, Art. III of the Public 
Utility Law provides generally that 
the Commission may, in any proceed- 
ing involving the rates of a public 
utility, if it be of opinion that the 
public interest so requires, immediate- 
ly fix, determine, and prescribe tem- 
porary rates to be charged by such 
public utility, pending the final deter- 
mination of such rate proceeding. At 
the hearing held June 9, 1937, in this 
proceeding, Commissioner Beamish 


notified the respondent company of 
his intention to report to the Com- 
mission that, in his opinion, the ap- 
propriate time had arrived for the 
Commission to consider the imposi- 


tion of temporary rates. Subse- 
quently, the respondent was given 
formal notice that temporary rates 
might be imposed, and was ordered 
to appear on June 23, 1937, to pre- 
sent such evidence in connection with 
temporary rates as might seem prop- 
er. Hearing was held on June 23, 
1937, pursuant to the order, and the 
company has stated of record that it 
has no desire to present further evi- 
dence relating to temporary rates. 
Some time will necessarily elapse 
before final argument in this proceed- 
ing and final determination of the 
reasonableness of the rates of re- 
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spondent company. It is therefore 
the opinion of the Commission, from 
a study of the record evidence, that 
the public interest requires that tem- 
porary rates be immediately fixed, de- 
termined, and prescribed, pending the 
final determination of the instant rate 
proceeding, and that a proper basis 
for the prescription of such tempo- 
rary rates is the sum of $5,250,000. 

[1] For the purpose of determin- 
ing temporary rates, the Commission 
will apply a rate of 6 per cent and will 
allow $315,000 for return. 

[2] The operation and mainte- 
nance expense of the respondent com- 
pany for the year ended December 31, 
1936, as reported to the Commission, 
amounted to $919,110. An item of 
$38,710 charged by the company to 
regulatory expenses should be deduct- 
ed from the reported expense figure. 
This item consists largely of rate case 
expenses incurred in the instant pro- 
ceeding, and we do not believe that 
the ratepayers of the respondent com- 
pany should be required to bear these 
expenses, since, in our opinion, the 
rates charged by the company are un- 
reasonable and excessive. The re- 
spondent utility itself admits that 
some reduction in rate would be nec- 
essary, even on the basis used by it 
in the presentation of its evidence. 

For the purpose of temporary 
rates, we will allow an annual depre- 
ciation charge of $120,400. the pre- 
cise amount reported by the company 
as charged on its books for the year 
ended December 31, 1936. 

In its annual report for the year 
ended December 31, 1936, the re- 
spondent utility records tax payments 
in the amount of $332,500. We will 
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reduce this item to a rounded figure 
of $180,000, since a recalculation of 
tax payments on the basis of the re- 
duced allowable revenue gives a re- 
sultant figure of approximately $180,- 
000. 

The actual gross revenues of re- 
spondent, as reported to the Commis- 
sion for the year ended December 31, 
1936, were $2,020,000. The sum of 
the allowances above made for re- 
turn, operating expenses, deprecia- 
tion, and taxes is $1,495,800. The 
arithmetical difference between the al- 
lowable and actual gross revenues is 
$524,200. The consumers of re- 
spondent are therefore entitled to a 
substantial reduction. 


[3] For the year ended December 
31, 1936, the company reported gross 
revenues of $2,020,044, received in 
return for 64,255,466 kilowatt hours, 
showing an average rate of 3.14 cents 


per kilowatt hour. The Commission 
has analyzed each classification of 
consumers under the respondent com- 
pany’s present tariff, and has found 
that the average rate per kilowatt 
hour in certain classifications exceeds 
the overall average of 3.14 cents. We 
are, therefore, of the opinion that the 
reduction should accrue to those 
classes of consumers who are now 
paying higher than the general aver- 
age rate of energy. To this end, we 
will order the application of a Com- 
mission adjustment multiplier of 0.70, 
which is a decimal fraction express- 
ing the arithmetical correction neces- 
sary to convert the 1936 gross rev- 
enue of $1,451,383, derived from the 
schedules to be corrected, to a lower 
figure of $1,016,383, resulting in an 
19 P.U.R.(N.S.) 


annual reduction of $435,000. The 
company will apply the said Commis- 
sion adjustment multiplier of 0.70 to 
the net monthly bills of all consumers 
billed under tariff schedules which 
produced an average revenue per kilo- 
watt hour in excess of 3.14 cents dur- 
ing the year ended December 31, 
1936, thus accomplishing a reduction 
of 30 per cent in the bills of the con- 
sumers affected. 

[4] This reduction is, of course, 
subject to increase or decrease as cir- 
cumstances may indicate. We are 
not to be understood as expressing 
an opinion concerning permanent or 
final rates, nor as promulgating a 
standard which is not subject to modi- 
fication either because of the provi- 
sions of the tariff which the company 
must file within sixty days after June 
1, 1937, to comply with Commission 
Temporary Regulation No. 2, or oth- 
er factors or principles which may 
command our attention. Under the 
provisions of § 310 (c) of the Public 
Utility Law, the Commission may fix, 
determine, and prescribe temporary 
rates every month, or at any other in- 
terval, if it be of opinion that the 
public interest so required, and exer- 
cise of the power there conferred may 
result from any substantial change in 
condition which comes to the atten- 
tion of the Commission. The amount 
and character of such possible modi- 
fication will, to a large extent, depend 
upon revenues and consumer classi- 
fications, and we will therefore order 
respondent to submit supporting con- 
sumer and revenue data with any tar- 
iff filed in purported compliance with 
Commission Temporary Regulation 
No. 2; therefore, 
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Now, to wit, July 13, 1937, it is 
ordered: That Edison Light and 
Power Company, respondent, shall, 
within ten days after service of this 
order, file a tariff supplement effec- 
tive on one day’s notice to this Com- 
mission and the public, effecting a re- 
duction of approximately $435,000 in 
its annual gross operating revenue by 
the application of a Commission ad- 
justment multiplier indicated on all 
bills of 0.70 to all net monthly bills 
covering energy and all related billed 
items, including connected load, de- 
mand, power factor, and _ service 
charges, rendered after the date of 
this order to any consumer billed 
under the following tariff sched- 
ules; 


Tariff Tariff 
P.U.C. Schedule 
Pa. Code No. Consumer 
No. _ or letter Classification 
8 RL Domestic Service 
8 A City Lighting Service 
8 B Suburban Lighting Service 
8 GL General Lighting Service 
8 P-I Retail Power 
8 HC Heating and Cooking Serv- 
ice 
8 TS Temporary Service 
8 - & Series Tungsten Lamps 
8 M Municipal St. Ltg. 
8 MCY Municipal St. Ltg. (city of 


York only) 

It is further ordered: That, with 
any tariff filed in purported compli- 
ance with Commission Temporary 
Regulation No. 2, Edison Light and 
Power Company file supporting con- 
sumer data to show the anticipated 
revenues under such tariff from each 
class of consumers. 





UNITED STATES DISTRICT COURT, N. D. ILLINOIS, 
EASTERN DIVISION 


Natural Gas Pipeline Company of America 


James M. Slattery et al. 


[No. 15562.] 


(— F. Supp. —.) 


Injunction, § 38 — Restraint on Commission order — Direction to produce evi- 


dence. 


1. A natural gas pipe-line company ordered by a state Commission to pro- 
duce records relating to property, income, and expenses for use in a pro- 
ceeding relating to rates of an affiliated company is not entitled to an inter- 
locutory injunction to restrain enforcement of the Commission order if it 
fails to show that it is being denied any constitutional right or that it is 
about to suffer irreparable injury or damage by reason of the action of 


the Commission, p. 482. 


Procedure, § 17 — Production of evidence — Affiliated company. 
2. A Commission order requiring an interstate natural gas pipe-line com- 
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pany to produce records of investment, income, and expenses for use in 
a proceeding relating to rates of an affiliated intrastate public utility com- 
pany to which it supplies gas, in order to determine operating costs, is 
valid and proper under the police power of the state, since it is in the 
nature of a subpoena to compel the production of records for the purpose 
of enabling the Commission to determine the proper operating costs of a 
utility subject to its jurisdiction, p. 482. 

Interstate commerce, § 28 — Production of records — Order of state Commis- 

sion — Affiliated companies. 

3. An order of a state Commission requiring an interstate pipe-line com- 
pany to produce records of investment, income, and expenses for use in 
a proceeding relating to rates of an affiliated intrastate public utility com- 
pany to which it supplies gas, in order to determine operating costs, does 
not violate subsection 3 of § 8 of Art. I of the Constitution of the United 
States, p. 482. 

Constitutional law, § 15 — Due process — Order requiring production of records. 
4. A Commission order requiring an interstate pipe-line company to pro- 
duce records of investment, income, and expenses for use in a proceeding 
relating to rates of an affiliated intrastate public utility company to which 
it supplies gas, in order to determine operating costs of the utility, does 
not violate the due process clause of the Federal Constitution when the 
interstate company is in possession of relevant information bearing upon 
such operating expense, p. 482. 

Procedure, § 17 — Production of records — Affiliated companies — Search and 

seizure. 
5. A Commission order requiring an interstate pipe-line company to pro- 
duce records of investment, income, and expenses for use in a proceeding 
relating to rates of an affiliated intrastate public utility company to which 
it supplies gas, in order to determine operating costs of the utility, does 
not constitute an unlawful search and seizure of the interstate company’s 
property, p. 482. 

Intercorporate relations, § 12 — Powers of Commission — Investigation. 

6. The Illinois Commerce Commission, under the provisions of § 8a of the 
Public Utilities Act, has the power to investigate transactions between an 
interstate pipe-line company and an affiliated intrastate public utility com- 
pany subject to jurisdiction of the Commission, p. 482. 


{July 2, 1937.] 


F. yineieid by an interstate pipe-line company for an inter- 
locutory injunction to restrain enforcement of a state 


Commission order requiring the production of certain records 
and statements ; injunction denied. 


* 

By the Court: The above-entitled arguments in support of their respec- 
cause having come on to be heard on tive contentions and being duly ad- 
application of the plaintiff for an in- vised in the premises now finds as 
terlocutory injunction and the par- findings of fact that: 
ties having appeared by their respec- 1. On the 11th day of March, A. 
tive counsel, the court having heard D. 1937, the plaintiff herein filed in 
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this court a complaint in equity pray- 
ing that a writ of injunction issue to 
restrain the persons constituting the 
Illinois Commerce Commission and 
Otto Kerner, attorney general of the 
state of Illinois, from enforcing an 
order of the said Commission. 

2. Said cause was assigned for 
hearing to the Honorable William 
H. Holly, one of the judges of this 
court, and in accordance with the pro- 
visions of § 266 of the Judicial Code 
of the United States of America the 
said judge did call to hear this appli- 
cation for an interlocutory injunction 
with him the Honorable Will M 
Sparks, circuit judge of the seventh 
circuit, and the Honorable John P. 
Barnes, another of the judges of this 
court. 

3. On the 8th day of April, A. D. 
1937, the said three judges heard the 
arguments of counsel for the respec- 
tive parties on the application for an 
interlocutory injunction, and there- 
after said counsel filed memoranda of 
authorities in support of their respec- 
tive contentions. 

4. The defendants agreed not to 
enforce the order of the Illinois Com- 
merce Commission dated March 3. 
1937, pending the decision of the 
court on the application for an inter- 
locutory injunction. 

5. The court has jurisdiction of the 
subject matter of, and the parties to, 
this proceeding. 

6. The plaintiff, Natural Gas Pipe- 
line Company of America, is a cor- 
poration organized under and exist- 
ing by virtue of the laws of the state 
of Delaware, and that. it has offices 
at 19-20 Dover Green, Dover, Dela- 
ware, and at 20 North Wacker drive, 
Chicago, Illinois. 
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7. The defendants, James M. Slat- 
tery, Andrew Olson, Charles E. 
Byrne, James D. Marnane, and Harry 
A. Barr are the persons presently con- 
stituting the Illinois Commerce Com- 
mission, which is an administrative 
body created by and acting under and 
pursuant to an act of the general as- 
sembly of the state of Illinois enti- 
tled ‘“‘An act concerning public utili- 
ties,’ approved June 29, 1921, and 
in force July 1, 1921, commonly re- 
ferred to as the “Public Utilities 
Act” and that the defendant, Otto 
Kerner, is the attorney general of the 
state of Illinois, the legal counsel for 
the Illinois Commerce Commission, 
and that he is charged with the duty 
of commencing and conducting suits 
and proceedings to enforce the or- 
ders of the Commission and the pro- 
visions of the Public Utilities Act, 
and to recover and enforce the fines 
and penalties imposed by the Public 
Utilities Act for its violation or the 
violation or nonobedience of the or- 
ders of the Illinois Commerce Com- 
mission, and that each of said defend- 
ants is a resident and citizen of the 
state of Illinois. 

8. This is a suit of a civil nature 
arising under the Constitution of the 
United States of America between 
citizens of different states within the 
equity jurisdiction of the district 
court of the United States and that 
the matter in controversy, exclusive 
of interest and costs, exceeds the sum 
of $3,000. 

9. On or about the 17th day of 
November, A. D. 1936, the Illinois 
Commerce Commission issued a ci- 
tation (attached to bill of complaint 
herein as Exhibit C) against the Chi- 
cago District Pipeline Company, an 
19 P.U.R.(N.S.) 
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Illinois corporation, requiring the 
said company to appear before it and 
show cause, if any there might be, 
why the rates charged by said com- 
pany for gas sold to operating com- 
panies should not be reduced. 

10. Thereafter, on March 3, 1937, 
in the same proceeding the said Illi- 
nois Commerce Commission entered 
another order (attached to bill of 
complaint herein as Exhibit D) di- 
rected to the Natural Gas Pipeline 
Company of America, plaintiff here- 
in, requiring it to file with the Com- 
mission a true and accurate report as 
to the cost of the property of said 
Natural Gas Pipeline Company of 
America which is used in supplying 
natural gas to said Chicago District 
Pipeline Company and a statement of 
the income and expenses in connec- 
tion with supplying gas to said Chi- 
cago District Pipeline Company, or 
to report to the Commission in sub- 
stitution thereof a true and accurate 
statement as to the cost of all of its 
property or properties used by it in 
the business of transporting and sell- 
ing natural gas, together with a state- 
ment as to the income and expenses 
of such operations, and further or- 
dering that the said Natural Gas Pipe- 
line Company of America make avail- 
able for the examination of the Com- 
mission, or such of its officers, agents, 
or employees as it might designate, all 
of said Natural Gas Pipeline Com- 
pany of America’s accounts and rec- 
ords relating to transactions between 
the said company and the said Chi- 
cago District Pipeline Company, in- 
cluding all accounts and records as to 
joint or several expenses, any portion 
of which might be applicable to said 
transactions, and that this order 
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which the plaintiff now seeks to re- 
strain was served upon plaintiff. 

11. The plaintiff is engaged in the 
sale, transportation, and delivery of 
natural gas from a point or points in 
the state of Oklahoma to distributors 
and consumers of natural gas in the 
states of Kansas, Nebraska, Iowa, and 
Illinois, and that 85 per cent of such 
natural gas is sold and delivered to 
distributors and consumers thereof in 
the state of Illinois. 

12. Such natural gas is transport- 
ed from said point or points in the 
state of Oklahoma to said consumers 
or distributors of natural gas in the 
states of Kansas, Nebraska, Iowa, and 
Illinois by means of pipe lines and 
pumping stations. 

13. On or about the 25th day of 
July, A. D. 1931, the plaintiff, then 
known as the Continental Construc- 
tion Corporation, and Chicago Dis- 
trict Pipeline Company, an Illinois 
corporation, made and executed an 
agreement in writing for the sale of 
natural gas to the said Chicago Dis- 
trict Pipeline Company and that said 
contract was modified on or about the 
31st day of December, A. D. 1935, 
when the plaintiff and the Chicago 
District Pipeline Company made and 
executed a certain agreement of for- 
bearance. 

14. Chicago District Pipeline Com- 
pany is engaged in the sale, transpor- 
tation, and delivery of natural gas 
within the state of Illinois, being sole- 
ly engaged in intrastate commerce and 
is a public utility within the scope 
and meaning of the Public Utilities 
Act and subject to and under the ju- 
risdiction of the Illinois Commerce 
Commission, pursuant to the terms 
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and provisions of the said Public 
Utilities Act. 

15. All of the stock of Chicago 
District Pipeline Company is owned 
by Natural Gas Investment Company, 
an Illinois corporation. 

16. The stock of Natural Gas In- 
vestment Company is owned by these 
corporations in the following 
amounts : 


Peoples Gas Subsidiary Corporation, 
an Illinois corporation 54 
Commonwealth Subsidiary Corpora- 
tion, an Illinois corporation 4.28% 
16.18% 


%o 


Public Service Company of Northern 
Illinois, an Illinois corporation ... 


17. All of the outstanding capital 
stock of the Peoples Gas Subsidiary 
Corporation, an Illinois corporation, 
is owned by The Peoples Gas Light 
and Coke Company, an Illinois cor- 
poration, and that all of the outstand- 
ing capital stock of the Common- 
wealth Subsidiary Corporation, an 
Illinois corporation, is owned by Com- 
monwealth Edison Company, an Illi- 
nois corporation. 

18. The outstanding capital stock 
of the plaintiff is held by the follow- 
ing named corporations substantially 
in the amounts indicated : 


Natural Gas Investment 
an Illinois corporation 
Cities Service Company, a Delaware 
corporation 

The Texas Corporation, a Delaware 
corporation 

Standard Oil Company, a New Jer- 
sey corporation 

Southwestern Development Company, 
a Colorado corporation 

Columbian Corporation Company, a 
Delaware corporation 


19. The board of directors of the 
plaintiff corporation consists of nine 
members, and that at all times since 
the incorporation of said plaintiff two 
of the members of said board have 
[31] 


Company, 


26.63% 
17.58% 
13.31% 
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been members of the board of direc- 
tors of either Natural Gas Investment 
Company, Insull, Son & Co., Inc., and 
The Peoples Gas Light and Coke 
Company. 

20. Section 8a of the Public Utili- 
ties Act (Chap. 111% Smith-Hurd II. 
Anno. Stats.) in part provides as fol- 
lows: 

“(2) The Commission shall have 
jurisdiction over affiliated interests 
having transactions, other than own- 
ership of stock and receipt of divi- 
dends thereon, with public utilities 
under the jurisdiction of the Commis- 
sion, to the extent of access to all ac- 
counts and records of such affiliated 
interests relating to such transactions, 
including access to accounts and rec- 
ords of joint or general expenses, any 
portion of which may be applicable 
to such transactions; and to the ex- 
tent of authority to require such re- 
ports with respect to such transac- 
tions to be submitted by such affiliated 
interests, as the Commission may pre- 
scribe. For the purposes of this sec- 
tion, the phrase ‘affiliated interests’ 
means : 


“(c) Every corporation, ten per 
centum or more of whose voting capi- 
tal stock is owned by any person or 
corporation owning ten per centum or 
more of the voting capital stock of 
such public utility, or by any person 
or corporation in any such chain of 
successive ownership of ten per cen- 
tum or more of voting capital stock; 


“(£) Every corporation which has 
one or more elective officers or one 
or more directors in common with 
such public utility.” 

21. The said Natural Gas Pipeline 
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Company of America, plaintiff herein, 
is affiliated with the Chicago District 
Pipeline Company within the provi- 
sions of § 8a of the Public Utilities 
Act. 

22. No pipe-line company other 
than plaintiff operates in or near the 
territory served by Chicago District 
Pipeline Company, and that plaintiff 
has no competition from other whole- 
salers of natural gas in the Chicago 
area. 

23. The Illinois Commerce Com- 
mission has the power and is charged 
with the duty under the Public Utili- 
ties Act of fixing just and reasonable 
rates for the sale of natural gas at 
wholesale by Chicago District Pipe- 
line Company. 

24. In order to fix just and rea- 
sonable rates for the said Chicago 
District Pipeline Company the said 
Illinois Commerce Commission must 
inquire into the reasonableness of the 
operating charges of said Chicago 
District Pipeline Company and that 
in 1936 the operating expenses 
claimed to have been incurred by said 
Chicago District Pipeline Company 
amounted to $12,818,713.89, of 
which amount $12,362,288.15 was 
paid to the plaintiff for gas purchased 
from it under the terms of the con- 
tract hereinbefore referred to. 

25. The Illinois Commerce Com- 
mission was fully authorized to enter 
the order of March 3, 1937, com- 
plained of herein. 

26. The entry of the said order of 
March 3, 1937, by the said. Illinois 
Commerce Commission did not de- 
prive plaintiff herein of notice or an 
opportunity to be heard before said 
Commission, 


27. In 1932 R. W. Gallagher, one 


of the officers of the plaintiff, testified 
as to the actual earnings and invest- 
ment of said Natural Gas Pipeline 
Company, plaintiff herein, and esti- 
mates as to its future earnings before 
the said Illinois Commerce Commis- 
sion in the proceedings involving the 
application of said Chicago District 
Pipeline Company for approval of its 
present rate schedule. 

28. Said order of March 3, 1937, 
complied in all respects with the re- 
quirements of the Constitution of the 
United States of America and the 
Constitution of the state of Illinois 
as to due process. 

29. It is reasonably necessary that 
the Illinois Commerce Commission in- 
vestigate the earnings of plaintiff with 
respect to gas sales to the said Chica- 
go District Pipeline Company, in or- 
der that said Commission might de- 
termine the reasonableness of the op- 
erating expenses of said Chicago Dis- 
trict Pipeline Company. 

The court further finds as conclu- 
sions of law: 

[1] 1. Natural Gas Pipeline Com- 
pany of America, plaintiff herein, is 
not entitled to an interlocutory injunc- 
tion in this proceeding, since it has 
failed to show that it is being denied 
any constitutional right by virtue of 
the action of the said Illinois Com- 
merce Commission of March 3, 1937, 
or that it is about to suffer irrepara- 
ble injury or damage by reason of 
said action of said Commission. 

[2-6] 2. The order of March 3, 
1937, is valid and proper under the 
police power of the state of Illinois, 
since it is in the nature of a subpoena 
to compel the production of records 
for the purpose of enabling the Com- 
mission to determine the proper op- 
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erating costs of a utility subject to 
its jurisdiction. 

3. The order of March 3, 1937, 
being in the nature of a subpoena to 
compel the production of records for 
the purpose of enabling the Commis- 
sion to determine the proper operat- 
ing costs of a utility subject to its 
jurisdiction, does not violate Subsec- 
tion 3 of § 8 of Art. I of the Con- 
stitution of the United States. 

4. The order of the 3rd day of 
March, A. D. 1937, does not violate 
the “due process’ clause of the Con- 
stitution, being § 1 of the Fourteenth 
Amendment to said Constitution, 
since the plaintiff is in possession of 
relevant information bearing upon the 
operating expense of the Chicago Dis- 
trict Pipeline Company, a utility sub- 
ject to the jurisdiction of the Com- 
mission. 


5. The order of the 3rd day of 
March, A. D. 1937, does not consti- 
tute an unlawful search and seizure 
of plaintiff’s property. 

6. The said Illinois Commerce 
Commission, under the provisions of 
§ 8a of the said Public Utilities Act, 
has the power to investigate transac- 
tions between the said Natural Gas 
Pipeline Company of America, a cor- 
poration, plaintiff herein, and the said 
Chicago District Pipeline Company. 

7. The order of the Illinois Com- 
merce Commission dated March 3, 
1937, was duly authorized by the 
Public Utilities Act, and especially 
§ 8a thereof. 

8. The application of the plaintiff, 
Natural Gas Pipeline Company of 
America, a corporation, for an inter- 
locutory injunction should be denied. 





CONNECTICUT SUPREME COURT OF ERRORS 


Bertha N. Steele 


Clinton Electric Light & Power Company 


(— Conn. —, 193 Atl. 613.) 


Payment, § 45 — Service denial to enforce — Disputed bill. 
1. The right of a public utility company to discontinue service to enforce 
payment of bills cannot be exercised to coerce a customer to pay when 
there is a bona fide dispute either as to the customer’s liability or as to the 
correctness of the bill rendered, p. 486. 


Injunction, § 32 — Grounds for granting — Threatened discontinuance of serv- 


we. 


2. A present or threatened shutting off of service because of nonpayment 
of an account where there is a bona fide dispute as to the correctness of 
the amount or liability therefor is sufficient ground for equitable relief and 
injunction to prevent such discontinuance or to compel restoration upon 


proper conditions, p. 486. 
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Service, § 485 — Remedy for discontinuance — Court or Commission proceed- 


ing. 


3. The provisions of § 3598 of the General Statutes, relating to Commis- 
sion proceedings in case of refusal or failure of a public utility company 
to furnish adequate service at reasonable rates to any person, do not pro- 
vide an exclusive remedy when a public utility company denies service 
because of nonpayment of a disputed bill, but such a controversy is an 
appropriate subject for judicial determination, p. 487. 


Injunction, § 32 — Grounds for granting — Deprivation of service — Pending 
determination of disputed questions. 


4. A customer would be entitled to seek in court an injunction against 
deprivation of service pending determination of a disputed question as to 
charges, and just damages if discontinuance be found to have been un- 
warranted, even though the Public Service Commission might have juris- 
diction to hear and determine the dispute, p. 487. 


[July 1, 1937.] 


oe of judgment against electric customer claiming an 

injunction against denial of service and for damages for 

alleged wrongful discontinuance of service; judgment set aside 

and case remanded. For lower court decision, see 14 P.U.R. 
(N.S.) 147. 


Argued before Maltbie, C. J., and 
Hinman, Banks, Avery, and Brown, 
JJ. 

APPEARANCES: Charles A. Wat- 
rous and Lyman H. Steele, both of 
New Haven, for appellant; J. Birney 
Tuttle, of New Haven, for ap- 
pellee. 


Hinman, J.: In October, 1934, 
the plaintiff purchased a cottage in 
Madison, which was suitable for sum- 
mer use only and which remained un- 
occupied thereafter until May, 1935. 
The defendant company has the ex- 
clusive privilege of supplying elec- 
tricity in Madison. The schedule of 
rates established by the Public Utili- 
ties Commission in effect with respect 
to the territory in which the plaintiff's 
cottage is located comprised two plans 
for residence service, numbered 1 and 
2. Plan No. 1 comprised a straight 
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meter rate of 13 cents per kilowatt 
hour “Minimum charge $1 per month 
for each month of the year.” Plan 
No. 2 provided a flat charge of $1 
per month plus 4 cents per month per 
100 square feet of house area—mini- 
mum billing area 1,000 square feet— 
and a graded rate per kilowatt hour. 
“Minimum charge. The monthly 
flat charge for each month of the 
year. Available for seasonal resi- 
dence service by the payment of a 
season charge of $9 in addition to the 
flat charge, with the total season and 
flat charge for the entire season not 
more than twelve times the monthly 
flat charge.” 

On May 3, 1935, the plaintiff, by 
her agent, applied for electrical serv- 
ice, for her cottage under Plan No. 1, 
and on the next day the defendant in- 
stalled a meter and commenced serv- 
ice. On May 7th the defendant, 
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claiming that Plan No. 1 required 
payment of a minimum of $1 per 
month for each month in the calen- 
dar year from January to January, 
billed the plaintiff for the preceding 
four months and the month of May 
at the rate of $1 per month. The 
plaintiff sent a check to the defend- 
ant for $1 for May but refused to pay 
for the preceding months and has con- 
tinued to do so. On July 26th the 
defendant presented the plaintiff with 
a bill for the $4 claimed balance, and 
notified her that service would be dis- 
continued if the bill remained unpaid, 
and on July 30th it removed its me- 
ter and disconnected its electrical serv- 
ice because the plaintiff refused to pay 
it. On July 31st the plaintiff brought 
this action claiming an injunction and 
damages. The finding states, in ad- 
dition to the foregoing facts deemed 
material to the present inquiry, that 
thereafter, in 1935, the defendant fur- 
nished electrical service for the use 
of two tenants of the plaintiff, but at 
all times after July 30th has refused 
to furnish it for the plaintiff’s use in 
connection with her cottage. 

The only conclusion stated by the 
trial court, aside from one that the 
dispute between the plaintiff and de- 
fendant was honest on the part of the 
plaintiff, is that the court had no ju- 





risdiction to issue an injunction or 
award damages “because the plain- 
tiff did not first seek relief by means 
of a petition to the Public Utilities 
Commission.” This conclusion—up- 
on which the judgment appealed from 
was based—indicates, and the memo- 
randum of decision confirms, that the 
situation presented on the pleadings 
and the facts found was deemed by 
the trial court to be such that the only 
procedure for relief available to the 
plaintiff would be by petition to the 
Public Utilities Commission, under 
§ 3598 of the General Statutes? to 
prescribe the service to be furnished 
to her and the charges to be made 
therefor, The finding as to the claims 
of law made by the plaintiff discloses 
that she asserted that the procedure 
provided for in § 3598 is permissive, 
an additional remedy to aid in the ini- 
tial securing of service, and neither 
mandatory nor exclusive; that when 
an honest dispute arises between a 
public utility company and a custom- 
er over a charge made to the latter 
the company cannot lawfully discon- 
tinue its service for nonpayment of 
the disputed charge and if it does a 
court may compel it, by injunction, to 
furnish service and may award dam- 
ages for loss or damage suffered on 
account of the discontinuance. The 





1Section 3598. Rates and service affect- 
ing a single person. If any public service 
company shall unreasonably fail or refuse to 
furnish adequate service at reasonable rates 
to any person within the territorial limits 
within which such company has, by its char- 
ter, authority to furnish such service, such 
person may bring his written petition to the 
Commission alleging such failure or refusal. 
Thereupon the Commission shall fix a time 
and place for a hearing upon such petition 
and shall mail notice thereof to the parties 
in interest at least one week prior to such 
hearing. Upon such hearing, the Commis- 
sion may, if it shall find that such company 
has unreasonably failed or refused to fur- 


nish such person with adequate service at 
reasonable rates, prescribe the service to be 
furnished by such company to such person 
and the conditions under which, and maxi- 
mum rates or charges at which, such service 
shall be furnished. Such company shall 
thereafter furnish such service to such per- 
son in accordance with the conditions so 
prescribed and shall not thereafter demand 
or collect any rate or charge for such service 
in excess of the maximum rate or charge so 
prescribed. Nothing in this section shall ap- 
ply to the cases provided for in § 3597, but 
this section shall be construed so as to in- 
clude telephone exchange areas.” 
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assignments of error pertaining to the 
conclusion and these claims of law 
are decisive of this appeal. 

[1] As a general rule a public utili- 
ty company engaged in supplying 
service such as water, gas, or elec- 
tricity to the public may adopt and 
enforce, as a reasonable regulation for 
the conduct of its business, a rule that 
service supplied to a customer may be 
shut off from one who has defaulted 
in payment therefor. An obvious rea- 
son is that to limit the remedy for 
collection of compensation for the 
service to actions at law would be im- 
practicable, as leading to an infinite 
number of actions to collect very 
small bills against scattered consum- 
ers, many of them mere renters and 
financially irresponsible. 2 Pond, 
Public Utilities (4th Ed.) § 668; 
Turner v. Revere Water Co. (1898) 
171 Mass. 329, 336, 50 N. E. 634, 
636, 40 L.R.A. 657, 68 Am. St. Rep. 
432; Mansfield v. Humphreys Mfg. 
Co. (1910) 82 Ohio St. 216, 92 N. 
E. 233, 31 L.R.A.(N.S.) 301, and 
note; Carter v. Suburban Water Co. 
(1917) 131 Md. 91, 101 Atl. 771, 
L.R.A.1918A, 764; Shiras v. Ewing 
(1892) 48 Kan. 170, 29 Pac. 320; 
McDaniel v. Springfield Waterworks 
Co. (1892) 48 Mo. App. 273; Dodd 
v. Atlanta (1922) 154 Ga. 33, 113 
S. E. 166, 28 A.L.R. 465, and note, 
p. 472; McEntee v. Kingston Water 
Co. (1900) 165 N. Y. 27, 32, 58 
N. E. 785. 

It is generally held, however, that 
an exception to this rule is to be ob- 
served where there is a bona fide dis- 
pute either as to the consumer’s lia- 
bility or as to the correctness of the 
bill rendered. “While the public 
utility may refuse to continue to ren- 
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der service until payment is made for 
that which has been received, it may 
not do so unless the correct amount 
was charged for the service.” 2 Pond, 
Public Utilities (4th Ed.) § 668, p. 
1292. The right to discontinue serv- 
ice “cannot be exercised so as to co- 
erce the consumer into paying a bill 
which is unjust or which the consum- 
er in good faith and with show of 
reason disputes when he of- 
fers to comply with the reasonable 
rules of the company as to such sup- 
ply for the current term.” Poole v. 
Paris Mountain Water Co. (1908) 81 
S. C. 438, 447, 62 S. E. 874; Schultz 
v. Lakeport (1935) — Cal. App. —, 
44 P. (2d) 683, 685; Vanderbilt v. 
Hackensack Water Co. 113 N. J. Eq. 
166, 168, P.U.R.1933E, 343, 166 
Atl. 298; Schoening v. Paducah Wa- 
ter Co. (1929) 230 Ky. 453, 457, 
P.U.R.1930A, 302, 19 S. W. (2d) 
1073; Sims v. Alabama Water Co. 
(1920) 205 Ala. 378, 87 So. 688, 28 
A.L.R. 461; and cases annotated, p. 
475 et seq.; 27 R. C. L. p. 1454. 

[2] It is also well settled that a 
present or threatened shutting off of 
service because of nonpayment of an 
account where there is a bona fide dis- 
pute as to the correctness of the 
amount thereof or liability therefor, 
is sufficient ground for equitable re- 
lief and injunction to prevent such 
discontinuance or to compel restora- 
tion upon proper conditions — such, 
for example, as security for payment 
of what may be ascertained to be due 
and payment of current correct charg- 
es—is an appropriate remedy. Carter 
v. Suburban Water Co. supra; McEn- 
tee v. Kingston Water Co. supra; 
American Conduit Mfg. Co. v. Ken- 
sington Water Co. (1912) 234 Pa. 
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208, 83 Atl. 70; Mansfield v. Hum- 
phreys Mfg. Co. supra; Wood v. Au- 
burn (1895) 87 Me. 287, 32 Atl. 
906, 29 L.R.A. 376; Poole v. Paris 
Mountain Water Co. supra; and oth- 
er cases annotated 28 A.L.R. p. 477 
et seq. Also, if a public utility com- 
pany discontinues service for nonpay- 
ment of charges the amount of or lia- 
bility for which is honestly disputed 
by the consumer, the company in ef- 
fect passes judgment on its own case 
and if it develops that the charges 
were unjust or erroneous the com- 
pany is liable to him for such damage 
as naturally flows from its act. 2 
Pond, Public Utilities (4th Ed.) § 
778, p. 1292; Kentucky Utilities Co. 
v. Warren Ellison Café (1929) 231 
Ky. 558, 563, 21 S. W. (2d) 976; 
Gas-Light Co. v. Colliday (1866) 25 
Md. 1, 16; Sims v. Alabama Water 
Co. supra. 

[8,4] We have construed § 3598 
of the General Statutes — while 
“doubtless drafted to meet cases of 
individual discrimination’”’ — to be 
broad enough “to meet all manner of 
conditions of unfair and unreasona- 
ble treatment of members of the pub- 
lic in the matter of service and rates 
where individuals might be prompt- 
ed to seek relief, whether the griev- 
ance was distinctly that of a single 
individual or one shared by several, 
similarly situated, but nevertheless, 
in its essence, personal as to each of 
the group.” New Britain Gaslight 
Co. v. Root (1916) 91 Conn. 134, 
140, P.U.R.1917C, 102, 106, 99 Atl. 
559; Gallaher v. Southern New Eng- 
land Teleph. Co. (1923) 99 Conn. 
282, P.U.R.1924A, 279, 121 Atl. 686. 
If the complaint of the plaintiff was 
that the provision in the Plan No. 1 





rate for a minimum charge of “$1 per 
month for each month of the year,” 
was unreasonable as applied to season- 
al consumers, resort to the Public 
Utilities Commission under this sec- 
tion would be appropriate. Such re- 
sort might be suited, also, to objection, 
as unreasonable, to a rule or procedure 
of the defendant in taking the calen- 
dar year as the basis for computing 
the monthly minimums and refusal 
to furnish service under that plan, on 
any other basis, to seasonal customers 
receiving actual service during only 
part of such year. 

The defendant alleges in par. 8 of 
its second defense that under the rate 
for service under Plan No. 1, estab- 
lished by the Public Utilities Com- 
mission, the minimum charge for any 
service thereunder is $12 for a calen- 
dar year, irrespective of the time dur- 
ing the year when such service is ren- 
dered, and the plaintiff in its reply al- 
leges that the “rate” described in that 
paragraph “is illegal and unreason- 
able and is not founded upon any de- 
cision by the Public Utilities Commis- 
sion.” The record indicates, howev- 
er, that the actual dispute involved is 
not as to the reasonableness of the 
rate established under Plan No. 1 in- 
cluding the minimum charge pre- 
scribed or even as to the general ap- 
plication of a calendar year as the ba- 
sis therefor, but relates to the inter- 
pretation applied by the defendant to 
this plaintiff as permitting a charge 
for the months preceding her appli- 
cation for and the inception of serv- 
ice to her. Even though procedure to 
test this interpretation and its appli- 
cation to the situation of the plaintiff 
might be within the scope of § 3598 
of the General Statutes, we find noth- 
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ing in that statute to indicate that re- 
sort to it for that purpose would be an 
exclusive remedy and the controversy 
here appears to be an appropriate sub- 
ject for judicial determination. Also, 
even were the matter more clearly one 
to which proceedings under the stat- 
ute would be best adapted, the plain- 
tiff also would be entitled to seek, in 
the court, injunction against depriva- 
tion of service pending determination 
of the disputed question and just 
damages if the discontinuance be 
found to have been unwarranted. The 
fact that a Public Service Commission 
has jurisdiction to hear and determine 
disputes over charges for service does 
not deprive equity of jurisdiction to 
enjoin the shutting off of service to 
coerce payment of a disputed bill. 


Carter v. Suburban Water Co. supra; 
27 R. C. L. p. 1457. We conclude, 
therefore, that the trial court was in 
error in holding that it was without 
jurisdiction to issue an injunction 
against deprivation of service or ulti- 
mately to award damages if discon- 
tinuance be found unjustified and loss 
or injury be shown, and we are of the 
opinion, also, that it is within the 
province of the court to decide as to 
the propriety of the charge which is 
the subject of controversy. 

There is error, the judgment is set 
aside and the case remanded to the 
superior court to be proceeded with 
in accordance with this opinion. 

In this opinion the other judges con- 
curred. 
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Public Service Company of Indiana 


v 


City of New Castle et al. 


[No. 26862.] 


(— Ind. —, 8 N. E. (2d) 821.) 


Municipal plants, § 2 — Proprietary status. 


1. A city, when furnishing electric energy to light its streets, buildings, 
and public places, is exercising a governmental function, but when it fur- 
nishes and sells energy for doinestic and commercial purposes, it acts as 
a private business corporation, and, in the latter case, it is subject to the 
rules governing private corporations, p. 493. 


Public utilities, § 56 — Municipal plants — Exercise of governmental function — 


Lighting of railroad crossing. 


2. A municipality owning and operating an electric plant for municipal 
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purposes functions governmentally rather than as a public utility in light- 
ing railroad crossings under contract with the railroads, p. 493. 


_ Public utilities, § 45 — Tests of status — Filing of rates — Municipality. 

3. The filing of a schedule of rates with the Public Service Commission 
does not make a city a public utility, when the city has not legally adopted 
the policy of engaging in business as a public utility either by action of its 
common council or by authority of a majority of the voters, p. 494. 


Public utilities, § 3 — Termination of status. 


4. A franchise or right to serve the public as a public utility is contingent 
upon use and may lapse or be forfeited by nonuser, p. 494. 


Public utilities, § 39 — Tests of status — Incidental service — Municipality. 
5. Incidental electric service by a municipality to an employee and his 
neighbor from an electric plant which supplies service for public uses is 
not a sufficient basis for the establishment of the municipality as a public 


utility, p. 495. 


Public utilities, § 56 — Status of city plant. 
6. A municipality operating an electric plant for public uses was held not 
to be operating as a public utility for the purpose of serving the general 
public where the plant was never designed to serve the public generally, 
service to others had been merely incidental, the city had felt no obligation 
to furnish this service or to continue it, and such incidental service had 


been abandoned, p. 496. 


[June 9, 1937.] 


lps to enjoin a municipality from engaging in business as 

a public utility and furnishing electric energy for domestic 

and commercial purposes; judgment in favor of municipality 
reversed with instructions. 


APPEARANCES: Wm. P. Evans, of 
Indianapolis, and Scotten & Hinshaw, 
of New Castle, for appellant ; Howard 
Ellis, Yergin & Yergin, Paul Brown, 
and Chester M. Dewitt, all of New 
Castle, for appellees. 


FaNsSLER, C. J.: Appellant, a pub- 
lic utility engaged in the business of 
serving the citizens of the appellee 
city with electric current for domes- 
tic and commercial purposes, brought 
this action seeking to enjoin the ap- 
pellee city from engaging in business 
as a public utility and furnishing elec- 
tric energy for domestic and commer- 
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cial purposes. There was a trial, and 
judgment for appellees. 

Error is assigned upon the over- 
ruling of a motion for a new trial. 

The only error presented involves 
the sufficiency of the facts, concern- 
ing which there is no substantial con- 
flict. 

Appellant and its predecessors have 
been operating continuously as a pub- 
lic utility, serving the citizens of the 
city of New Castle, and, at times at 
least, the city also, since 1893. 

In December, 1892, the town of 
New Castle entered into a contract 
for the building of a light plant “to 
19 P.U.R.(N.S.) 
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light the streets, alleys, and other pub- 
lic grounds of the town of New 
Castle.” There is no evidence of any 
resolution or ordinance concerning the 
construction of this plant. There is 
no evidence of any resolution or ordi- 
nance of the town board or city coun- 
cil at any time declaring an intention 
to authorize the officers or employees 
of said town to engaged in business as 
a public utility., There was never an 
election upon the question of whether 
the town or city should engaged in 
business as a public utility, and no 
certificate of convenience and neces- 
sity was ever applied for or procured 
from the Public Service Commission 
of Indiana authorizing the city to 
engage in the business as a public util- 
ity. Under the contract above re- 
ferred to, a plant was constructed 
suitable for the generation of current 
to operate carbon arc lamps, and the 
plant was put in operation in April, 
1893. The lamps were installed in 
the streets for street lighting purpos- 
es. Prior to the construction of this 
plant and its going into operation, the 
city made a contract with, and grant- 
ed a franchise to, appellant’s predeces- 
sor to install an incandescent lighting 
system for furnishing lights to pri- 
vate consumers. At the time the city’s 
arc light system was installed, two 
carbon arc lamps of the same kind 
used to light the streets were installed 
in a storeroom, one in the entrance 
of another storeroom, one in the street 
in front of a church, one in front of 
the city building in the street, and one 
in a position where it would light the 
public street and the platform of a 
railroad station. These lights were 
installed on contract for private pay- 
ment for service. The two in the 


storeroom were removed in July, 
1893, as soon as the private utility’s 
operations were started. The one in 
front of the storeroom was removed 
in a few weeks because found unsat- 
isfactory and impracticable. No 
buildings were lighted and no electric 
power sold from the street lighting 
plant after the privately owned elec- 
tric plant started operations. No in- 
candescent lighting service was ever 
furnished from the plant which gen- 
erated power for the street lighting 
system. In 1916, twenty-three years 
after the street lighting plant was put 
in operation, the city council passed 
a resolution directing that a generator 
be purchased, sufficient in size to fur- 
nish lights to light the city’s water- 
works and light buildings. A second- 
hand 4-kilowatt generator was pur- 
chased, was found too small, and a 
secondhand 6-kilowatt generator was 
substituted at a cost of $90. This gen- 
erator seems to have been powered by 
a secondhand engine, purchased from 
an employee of the plant. Soon there- 
after, the home of an employee of the 
city plant, about 400 feet across a va- 
cant lot from the plant, and the home 
of his next door neighbor were con- 
nected with the generator that was 
used to furnish incandescent lights for 
the buildings, and these residences 
were served over those wires intermit- 
tently until 1928, when they were dis- 
connected. There seems to have been 
no resolution or ordinance adopted by 
the council authorizing this private 
service. Upon what authority the 
residences were connected does not ap- 
pear. From 1916 on it appears that 
only one other person asked for en- 
ergy for domestic or private use from 
the city’s source of supply. This was 
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a commercial plant in the immediate 
neighborhood. The city’s employees 
informed the applicant that the city 
had no more capacity to furnish elec- 
tric energy. It appears that, during 
practically all of the time these two 
private residences were furnished 
with current, the city was purchasing 
current from appellant for the pur- 
pose of lighting its buildings. 

In 1912, the city entered into a 
contract with certain railroads, the 
preamble of which recites that: 

“Whereas the main tracks of the 
said companies intersect and cross at 
grade, certain streets in the city of 
New Castle, and, 

“Whereas it is deemed mutually ad- 
vantageous to the city and to the 
said companies to maintain street 
lights at or near the said grade cross- 
ings,” it was agreed that: 

“The said city of New Castle shall 
install, maintain, and furnish with 
electric current, electric arc street 
lights, one at each of the — 
named grade crossings. 

The railroads agreed to pay, “for 
lights so installed and maintained,” 
$18 per year at certain crossings, and 
$9 per year at other certain crossings. 
It is recited in the contract that: 

“Tt is understood and agreed by and 
between the parties hereto that the 
said sum of $18 per year repre- 
sents 334 per cent of the actual cost 
to the said city of New Castle of in- 
stalling, equipping, maintaining, and 
lighting each of the said electric arc 
lights. 

“It is further agreed by and be- 
tween the parties hereto that the said 
city of New Castle may, at its option, 
in the extension of its streets or other- 
wise, if necessary to public safety, in- 
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stall other and additional similar 
lights at railway grade crossings and 
if such lights are so installed before 
the expiration of this agreement, the 
said railroad companies which may 
be affected thereby shall pay to said 
city of New Castle as their proportion 
of the cost of installation, mainte- 
nance, and lighting of said lights the 
rate of $18 per year for each light.” 

There were no other instances in 
which the city furnished electric en- 
ergy or service from its plant other 
than street lighting service. 

On April 10, 1916, the city council 
adopted a resolution as follows: “Be 
it resolved by the common council of 
the city of New Castle, Henry coun- 
ty, Indiana, that the following rates 
be and the same are hereby adopted 
as the rates to be charged to consum- 
ers in the said city of New Castle for 
the sale of electricity for light and 
power purposes, said electricity to be 
produced from the municipal electric 
and water plant now owned and oper- 
ated by said city as a municipal water 
and light plant. .” This is fol- 
lowed by a schedule of rates. The 
resolution and rates were filed as part 
of a petition to the Public Service 
Commission. The Commission was 
asked to approve the rates. Appel- 
lant’s predecessor asked leave to in- 
tervene and file objections to the ap- 
proval of the rates, upon the ground 
that the city was not a public utility, 
and did not engage in the production, 
transmission, delivery, and furnishing 
of electric current and energy in said 
city for domestic and commercial 
lighting and power, and for the rea- 
son that it was without lawful author- 
ity to so engage, and if engaged was 
doing so in violation of the law. 
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There was a hearing before the Pub- 
lic Service Commission, and a written 
opinion in which it was found that, 
since October, 1912, the city has fur- 
nished, in addition to street lighting, 
electric lights at the crossings of three 
railroads in the city with various 
streets therein, and that, since 1916, 
it has furnished electric current for 
two residences near the plant. The 
Public Service Commission declined 
to decide whether or not the city was 
a public utility, and said that, if the 
Interstate Public Service Company is 
the only utility furnishing electric cur- 
rent, the approval of the rates pro- 
posed by the city “would at most be 
only a harmless act of which said com- 
pany has no right to complain, since 
the mere approval of a schedule of 
rates does not create a corporation a 
public utility.”’ 

In 1928, the city entered into a con- 


tract with appellant for the purchase 
of electric energy from appellant for 


a period of five years. It then dis- 
continued the generation of current. 
It was provided that the agreement 
did not cover current purchased by 
the city at 110 volts, which was paid 
for by the city at the published rates 
of the company for like service. The 
city expressly agreed that the current 
purchased under the contract was to 
be used for the purposes of the civil 
city only and was not to be resold. 
There was a provision that: “It is 
specifically understood and agreed that 
neither the city nor the company shall 
waive any rights that either may have 
to manufacture and sell electric cur- 
rent for distributing and consump- 
tion within the corporate limits of 
said city.” After this contract was 
signed, the 6-kilowatt generator that 
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had been used to light the city’s wa- 
terworks and light plant buildings and 
the two residences was discontinued. 
It will be noted that 110-volt current 
had been previously furnished by ap- 
pellant for the lighting of these build- 
ings. After 1928 no lighting service 
or current was furnished to any one 
for any purpose except to light the 
city streets, and to light the railroad 
crossings under the contract above re- 
ferred to, and all electric energy for 
those purposes was purchased from 
appellant. In 1932 the city discon- 
tinued purchasing electric energy from 
appellant and procured it from anoth- 
er source. On May 15, 1933, the fol- 
lowing proceedings were had by the 
common council, as shown by the 
council records: “Councilman Burris 
moves that the city proceed at once 
to get estimates on additional build- 
ings and additional machinery to take 
care of the sale of the municipal elec- 
tric current for residential or commer- 
cial use. Seconded by Councilman 
Bitler. Motion carried and unani- 
mous vote.’ It appears that, without 
any further action by the city council, 
the city purchased material and began 
constructing lines with which to serve 
customers for domestic and commer- 
cial purposes. At the time of the 
trial the city was serving forty-nine 
customers, who were served by appel- 
lant immediately before. During the 
six months immediately before these 
customers left appellant’s lines they 
paid appellant approximately $2,850 
for service. The city was continuing 
to extend its operations and to extend 
its lines with a view to selling energy 
and service to the community as a 
public utility. No notice was served 
on appellant of the city’s intention to 
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engage in business as a municipal pub- 
lic utility. 

[1] It is well settled that, when fur- 
nishing electric energy to light its 
streets, buildings, and public places, the 
city is exercising a governmental func- 
tion, but that, when it furnishes and 
sells energy for domestic and com- 
mercial purposes, it acts as a private 
business corporation, and, in the lat- 
ter case, it is subject to the rules gov- 
erning private corporations. 

There is no contention that the city 
ever applied for or received an indeter- 
minate permit from the Public Serv- 
ice Commission, or that the question 
of operating as a public utility was 
ever submitted to the voters of the 
city. There is no evidence that the city 
council, the legislative governing body 
of the city, ever adopted a policy of 
engaging in business as a public util- 
ity, or that it ever directly au- 
thorized the city officers or employees 
to do anything more than operate a 
plant for lighting the streets and pub- 
lic places. At the time the city’s arc 
lamp plant was being constructed, the 
city council made a franchise contract 
with appellant’s predecessor, author- 
izing it to establish a plant and fur- 
nish electric lighting service for do- 
mestic and commercial purposes. 
Under this contract, the private util- 
ity was authorized to install its 
generators in the city’s building, and 
to use the city’s poles for supporting 
its wires, and the city agreed to sell 
certain steam power for the operation 
of the plant, which seems to indicate 
beyond question that the city au- 
thorities then had no intention of en- 
gaging in the business of serving the 
public with electric energy. 
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The street lighting plant was con- 
tracted for in 1892. In 1893 the 
legislature enacted a statute (Laws 
1893, Chap. 100) to enable incorpor- 
ated towns to own, operate, and con- 
trol electric lighting plants, upon the 
theory that “there is at present no 
statute authorizing incorporated towns 
to own electric light plants.” Under 
the act of 1893, and all legislation 
thereafter enacted, the policy of en- 
gaging in the electric business was re- 
quired to be submitted to the voters, 
and it was said in Indiana Service 
Corp. v. Warren (1934) 206 Ind. 
384, 393, 189 N. E. 523, 526, that: 
“Whether, under the statute, a town 
may adopt municipal ownership of 
utilities seems to be a question of 
policy to be determined by an elec- 
tion.” 

The arc light service furnished to 
private consumers in 1893 seemed to 


be merely experimental and unsatis- 


factory. It was immediately discon- 
tinued, and electricity was not fur- 
nished to any private person by the 
city until 1916. 

[2] In dealing with the railroad 
companies, concerning lights at points 
where their tracks intersect the public 
streets, the city functioned govern- 
mentally in the first instance at 
least. Section 55-2020, Burns’ Ann. 
Stats. 1933, Section 14556, Baldwin’s 
Ind. Stats. 1934, is as follows: ‘“‘The 
common councils of all cities of this 
state, not working under a special 
charter granted by the legislature of 
the state of Indiana, shall have the 
power to provide by ordinance or reso- 
lution for the security and safety of 
citizens and other persons from the 
running of trains through any city 
19 P.U.R.(N.S.) 
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by requiring railroad companies run- 
ning and operating a railroad through 
any city to keep and maintain lights 
on all nights that the common coun- 
cil may direct, at the points where 
the railroad tracks cross a street in 
any city, and may, in such ordinance 
or resolution, provide what kind of 
lights the railroad company shall 
maintain, and the manner of enforcing 
the compliance with the said resolu- 
tion or ordinance by the railroad 
company, and, for that purpose, 
shall have power to pass and enforce 
a penal ordinance: Provided, That 
no city shall have authority under this 
act to pass any resolution or ordi- 
nance requiring any railroad compa- 
ny to maintain any different kinds of 
lights than that maintained by said 
city.” Under this statute, railroads 


can be required to light their crossings 
only at such times as they are used 


for the crossing of trains, and at rea- 
sonable times before and after such 
crossing. The contract between the 
city and the railroad companies must 
be viewed and construed in the light 
of this statute, which authorized the 
city to require the railroad companies 
to light the crossings for the security 
and safety of the public. It will be 
noted that the city had no authority 
to require lights different in kind from 
those maintained by the city. The 
city was lighting the streets generally 
for the protection of the public, and 
evidently saw some duty or necessity 
for lighting the streets in the vicinity 
of the railroad intersections during 
all of the time that other portions of 
the streets were lighted, and at times 
when the railroads could not be re- 
quired to light the crossings. Rail- 
roads are quasi public corporations. 


They may exercise the right of emi- 
nent domain in acquiring right of way, 
upon the theory that their use is a 
public use. In requiring that they 
light their tracks at street intersec- 
tions, the legislature, and the city act- 
ing under legislative authority, exer- 
cised the police power and functioned 
governmentally. The contract recites 
that mutual advantage was seen in the 
arrangement for the lights. The city 
desired that the crossings be lighted 
at all times. The obligation of the 
railroad companies was to light for 
part of the time. Therefore responsi- 
bility for lighting the remainder of 
the time was upon the city. That two 
lighting systems were unnecessary is 
obvious. The effect of the contract 
is that the city will provide all light- 
ing and the railroad companies will 
pay one-third of the cost. It is as 
though the city and private corporation 
were jointly obligated to maintain a 
line fence or other structure, and 
they contracted that the city should 
maintain the structure, and the pri- 
vate corporation pay its proportionate 
share of the cost. It is not such a 
contract as a public utility makes with 
a consumer or ratepayer. It cannot be 
doubted that, if the city was operating 
its electric plant for street lighting 
only, and with no pretense of serving 
the public as a public utility, never- 
theless it had the legal right to make 
this contract with the railroad com- 
panies, and, in so doing, could not 
be charged with invading the field 
of a public utility serving the com- 
munity. 

[3, 4] The service furnished to 
the two residences from 1916 until 
1928 is the only other service that was 
furnished to.private consumers. This 
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emi- § was furnished from the small gener- 
way, §f ator, the purchase of which was au- 
is a §{ thorized by resolution of the common 
they § council, which expressly provided 
‘sec- §§ that the generator was for the purpose 
act- of furnishing light to the city’s build- 
xer- ings. It was inadequate to furnish 
ned continuous and adequate lighting for 
‘ites these buildings. The filing of a sched- 
the ule of rates with the Public Service 
city Commission, when the city had not 
ited legally adopted the policy of engaging 
the in business as a public utility, either 
for by action of its common council or by 
1si- authority of a majority of the voters, 
of did not make the city a public utility. 
wo This action, and the provision in the 
is contract entered into with appellant 
act in 1928 that the city did not waive 
ht- any rights it might have to manufac- 
rill ture and sell electric current, indicated 
as a desire to maintain a technical status 
on —to preserve whatever legal rights 
a the city might have had rather than 
id a present intention to dedicate its 
Id plant, if it then had a plant adapted 
i- to serve the public, to a public use. A 
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a lic as a public utility is contingent up- 
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g —, 5 N. E. (2d) 889. If the ap- 
g pellee city had the right to engage in 
- business as a public utility in 1893, it 
e abandoned all pretense of so acting, at 






least until 1916, and, if serving the 
two residences in question without 
assuming any obligation to serve any 
others can be considered serving the 
public as a public utility, all such ef- 
fort was again abandoned in 1928, 
and there was no further effort until 
just before the beginning of this ac- 
tion. 
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[5] The furnishing of service to 
an employee and his neighbor clearly 
appears to have been only incidental. 
The small generator, the only equip- 
ment ever owned by the city adapted 
to serve the public, was not purchased 
or installed for any purpose other 
than to ltght the city’s own buildings. 
The employees of the plant, who as- 
sumed authority to connect the resi- 
dences, felt no obligation to furnish 
service to the only other applicant 
therefor, and the responsible officers 
of the city seem to have felt under no 
obligation to continue the service in 
1928. Such incidental service cannot 
be a sufficient basis for the establish- 
ment of the appellee city as a public 
utility. 

The question of whether a plant is 
a public utility does not necessarily 
depend upon the number of consum- 
ers, if the plant is devoted to all of 
the members of the public. In 
Cawker v. Meyer (1911) 147 Wis. 
320, 133 N. W. 157, 37 L.R.A.(N.S.) 
510, it appears that appellants built a 
plant to heat, light, and power their 
own building. The plant furnished 
more service than was required, and 
the surplus was sold to three adjoining 
neighbors. It was held that the fur- 
nishing of service to these neighbors 
was merely incidental, and that the 
plant was not a public utility. The 
case of Wisconsin Traction, Light, 
Heat & P. Co. v. Menasha (1914) 
157 Wis. 1, 14, 145 N. W. 231, 235, 
is remarkably like the case at bar. The 
city had constructed a plant and had 
furnished a few lights to one residence 
and to a store. It had ceased to per- 


form even this function as a public 
utility for more than three years. 
19 P.U.R.(N.S.) 





INDIANA SUPREME COURT 


The court said: “Where a city 
builds a plant adequate only for the 
purpose of doing its own lighting, but 
intends to enter another field of op- 
eration in the indefinite future, we do 
not think it can reasonably be said 
that, because of such intention, and 
because a small portion of the equip- 
ment in use may also be useful in the 
new operation, it is in fact engaged in 
such new operation.” In Ford Hydro- 
Electric Co. v. Aurora (1932) 206 
Wis. 489, 497, 240 N. W. 418, 420, it 
was held that the corporation owning 
a power plant, which had legal author- 
ity to serve the public as a public util- 
ity, but did not serve the public, was 
not a public utility. It is said that: 


“The question is whether the plant is 
built and operated to furnish power 
to the public generally.” 

[6] Under the evidence, viewed in 
the light most favorable to appellees, 


the conclusion is inevitable that the ap- 
pellee city’s plant was never designed 
to serve the public generally, and that 
it was never operated for the purpose 
of serving the general public; that the 
service to the two residences was mere- 
ly incidental, probably as an accom- 


19 P.U.R.(N.S.) 


modation, and that the city felt no ob- 
ligation to furnish this service or to 
continue it. But even if this inci- 
dental service, unauthorized by the re- 
sponsible officers of the city, could in 
any way be construed as a dedication 
of the plant to public service, and if 
the small generator could in any sense 
be considered as a plant suitable for 
devotion to the public service, the 
status of the appellee city was aban- 
doned in 1928, and at the time of the 
trial it was not a public utility. Hunt- 
ington v. Northern Indiana Power Co. 
supra. 

Appellees contend that appellant has 
been guilty of laches, and that it may 
not now equitably question the appel- 
lee city’s right to furnish service to 
the public. But it cannot be said that 
appellee has clearly and unequivocably 
engaged itself in the business, nor that 
appellant could be charged with knowl- 
edge that it was so engaged. In fact, 
it is clear that, for five years at least 
before this action was begun, the city 
was not so engaged. 

Judgment reversed, with instruc- 
tions to sustain appellant’s motion for 
a new trial. 
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Industrial Progress 





Another $50,000,000 Program 
for Consolidated Edison 


HE Consolidated Edison Co. of New York 
Inc., plans to spend $50,000,000 next year 
for additions to its facilities. 

This picture of encouragement to the manu- 
facturers of the variety of equipment for 
plant expansion of a large utility system was 
presented before the New York State Public 
Service Commission recently by Floyd L. 
Carlisle, Chairman of the Consolidated Edi- 
son Board of Trustees. 

Mr. Carlisle indicated that this year’s pro- 
jected budget of $50,000,000 for new construc- 
tion will have been realized by the expendi- 
ture during the next four months of $15,- 
000,000. 


New Plant for Dodge 
Trucks Underway 


HRYSLER Corporation’s new Dodge plant, 
¢: being constructed on a recently acquired 
47-acre tract near Mt. Clemens, Michigan, is 
scheduled for completion around January Ist. 
The plant will be used for the manufacture 
of trucks. While no official announcement 
has been made, it is reported that the cost of 
the new factory will be around $2,500,000, 
plus equipment. 

Also underway is the construction of addi- 
tions to the Chryslér plant and its adjacent 
body plant which will add around 185,000 
square feet to productive floor space. 


Gas Equipment Sales Increase 


AS equipment sold by Consolidated Edison 
Company of New York, Inc., during 
July of this year increased 57 per cent in dollar 
value over sales for July of last year. For 
the first seven months of the year there was 
an increase of $1,338,306, or more than 80 per 
cent in the total of gas appliances sold by the 
al compared with the same period of 
936. 


Ideal Enlarges Plant 


T= Ideal Commutator Dresser Co., Syca- 
more, Illinois, announces the recent en- 
largement of their plant, offices and engineer- 
ing department as a result of a general ex- 
pansion program now in progress. 

The new additions will greatly increase the 
productive capacity of the plant. It has been 
fully equipped with most modern machine 
tools and equipment. 

The increased space allotted will enable the 
engineering department to greatly expand its 
service in the development of new products 


and improvement of old products for use in 
the electrical industry. 

The new addition completes an 8,000 sq. ft. 
factory expansion program. 

A new catalog-bulletin describing some of 
the many products manufactured by Ideal for 
public utilities and other industries is now 
available. 


Oil Circuit Breaker Unit for 
Metai-Clad Switchgear 


Fe use in Metal-Clad Switchgear assem- 
blies the compact oil-blast circuit breaker 
arrangement shown in the accompanying il- 


Compact Circuit Breaker 


lustration has been developed by the Delta- 
Star Electric Company, Chicago, 

The complete control, solenoid operating 
mechanism, control switches, interlocks and 
manual operating handle are combined in a 
self-contained unit. 

By means of a truck, the entire unit can 
be placed in or removed from the switchgear 
enclosures. O. C. B. rating 7.5 K.V., 25000 
K.V.A. 


G-E Oil Fuse Cutouts 


HE metal-enclosed construction and the 

high interrupting capacity of G-E Oil 
Fuse Cutouts make them particularly suitable 
for use where all live parts must be enclosed 
and where operating conditions are very 
severe, according to a 16-page descriptive cata- 
logue (GEA-732F) recently issued by the 
General Electric Company, Schenectady, New 
York. 

The G-E oil fuse cutouts, D & W type, 
have the desirable characteristics of both the 
expulsion fuse cutout and the oil circuit break- 
er, in that there is a fusible element under oil, 
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by which the circuit is broken positively and 
rapidly, They are particularly applicable for 
subway service for replacement of potheads, 
and for installations where high current-in- 
terrupting ability is required and where high- 
speed operation is essential. 

Complete information on G-E fuse cutouts 
is given in the following bulletins which may 
be obtained upon request from the company: 

Porcelain-enclosed fuse cutout (GEA- 
2390) ; Enclosed indicating and drop-out fuse 
cutout (GEA-1993D); Secondary fuse cut- 
out (GEA-2261C) ; Line-suspension fuse cut- 
out (GEA-2328A); Unit mounting fuse cut- 
out and lightning arrester, with pole-type 
transformer (GEA-1555A) ; Open-type drop- 
out fuse cutout (GEA-1816C) ; Universal 
cable-type fuse links for expulsion fuse cut- 
outs (GEA-1994B). 


Knockout Strip Facilitates 
Wire Duct Assembly 


A~ and trouble saving wire duct as- 
sembly is described in “Permaflector 
News,” issued by the Pittsburgh Reflector 
Company, Oliver Building, Pittsburgh, Penn- 
sylvania, 

In order to afford an easier, quicker, neater 
and more economical method of making 
Permaflector lighting installations, the Knock- 
out Strip was developed by this company. The 
strip consists of two channels; the face and 
the back. The face channel is provided with 
suitably shaped knockouts, spaced three inches 
on centers, providing for quick and simple in- 
stallation ‘of sockets on any desired 3-inch 
spacing. The back channel fits closely over 
the face channel assuring ample protection to 
the wiring. 

The standard length of the strip, which is 
127/32 square, is ten feet, and with the 
Knockout Joint it is possible to turn corners 
vertically as well as horizontally. This is a 
distinct advantage in such installations as out- 
lining windows with lamps pointing inward 
from the rim of the window and parallel to 
the plate glass. 

There is no bending, drilling or punching 
required when Knockout Strip is used. All 
the tools needed are a hack saw and a screw 
driver and there is a minimum of cutting on 
any job. The actual wiring may be done on 
the job, wiring the sockets in the face channel 
before putting the back channel in place. 

Permaflector Knockout Strip is made of 
corrosion-resisting material with standard 
Permaflector silver-colored satin finish. 


TVA Purchase Power 
Plant Equipment 


Ts Tennessee Valley Authority has an- 
nounced the purchase of electrical equip- 
ment for Pickwick a Dam power plant 
valued at almost $400,000. 

The Westinghouse Electric and Manufac- 
turing -Co., East Pittsburgh, Pa., has con- 
tracted to furnish neutral grounding reactors 
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and autotransformers at a cost of approxi- 
mately $209,900. 

Six main power transformers with spare 
parts will be supplied by the Moloney Elec- 
tric Co., St. Louis, Mo., for about $182,300. 


International Harvester Co. 
Adjusts Pension Plan 


T= International Harvester Company has 
modified its 29-year-old employe pension 
plan, so as to co-ordinate it more equitably 
with provisions of the Federal Social Security 
Act, according to a statement recently ad- 
dressed to the company’s 65,000 employes in 
the United States by President Sydney G. 
McAllister. 

The changes in the company’s pension plan 
will have the effect of providing a greater 
measure of old age security for the older em- 
ployes with the longer service records. These 
older employes would be unable to accumulate 
an adequate old age pension under the Fed- 
eral plan. Some could not qualify at all for 
a Federal pension because of their advanced 
years, 

Although the Federal Social Security Act 
will eventually supersede many private in- 
dustrial pension plans, it will be about 2000 
A.D. before the last Harvester employe’s pen- 
sion is closed out under the company’s lib- 
eralized program. An employe who was 21 
years of age last December 31—the day be- 
fore the Federal plan went into effect—and 
had five years of service on that date may 
still be receiving a Harvester pension at the 
end of the present century, provided he ful- 
% all pension requirements and lives to age 
8 


Harvester was one of the first industrial 
corporations in the United States to provide 
old age pensions for employes. The plan was 
put into effect in 1908 and has been main- 
tained solely at company expense. 


Power Salesmen Study Market 
for Industrial Heating 


M™ than 100 power salesmen from lead- 
ing electric-service companies in va- 
rious parts of the country were scheduled to 
gather in Schenectady, N. Y., September 20th, 
for a five-day course, sponsored by General 


Electric, in industrial heating practices and 
applications. Attention focused not only on 
new types of equipment available and new de- 
velopments in the art, but on potential mar- 
kets for industrial heating as well. Factory 
trips ‘demonstrated modern heat-treating 
equipment at work in General Electric’s 
Schenectady and Pittsfield plants. 

Engineers of electric-service companies, 
and industrial concerns interested in heat- 
treating, joined with G-E specialists in pre- 
senting papers on scheduled subjects. Guest 
speakers and their respective subjects in- 
cluded: 

Glenn Coley, Detroit Edison Co., “Furnace 
Brazing”; H. J. Babcock, Tennessee Electric 
Power Co., “Porcelain Enameling”; J. L. 





September 30, 1937 Public Utilities Fortnightly 
coms mhespeepneesemnepenetemamia deanna hata iheintal letra mcene einai, 


INDUSTRY DEPENDS UPON POWER - 
POWKR DEPENDS UPON PIPE 





MD MUHALe 
STEEL PIPE 


and you can depend upon 


@ The next time you need steel pipe, give it the same 
attention that you do other equipment. Pipe costs money 
—so does labor—and your careful consideration when you 
select the pipe will save on both. 

“Republic Steel Pipe” on your order will bring you pipe 
ideally suited for power plant service. Made of uniform, 
high quality steel by electric resistance welding, it is 
exceptionally strong, suitable for steam at high or low 
pressures and saturated or superheated. It may be used for 
most kinds of process lines. It is cleanly threaded, or may 
be had with plain ends. It is easy to work and weld. A 
complete range of sizes up to 16-inch O. D. and in lengths 
up to 50 feet without mid-weld adapt it to economical 
use in any plant. 

Don’t write “steel pipe” on your requisition — write 
“Republic Steel Pipe”—three words that have meant the 
beginning of real pipe economy in scores of power plants. 


entinite Steel 


C Ge PO Hae i Gan 


GENERAL OFFICES CLEVELAND, OHIO 


When writing Republic Steel Corporation (or Stee] and Tubes, Inc.) for further information, please address Department PF. 
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“Steel- 


Knapp, 
“Scale-free Harden- 


Faden, Edison Company of Boston, 
mill Furnace Applications”; L. H. 
Hartford Electric Co., 
ing”; Sherman, Industrial Furnace 
Manufacturers Assoc., “Industrial Ovens”; 
D. T. Waby, Public Service Co. of Northern 
Illinois, “Arc Melting Furnaces”; Dudley 
Wilcox, Ajax Electrothermic Corp., “Induc- 


tion Heating and Melting’; G. J. Hales, 
Cleveland Electric Illuminating Co., “Stand- 
ard Heat-treating Furnaces”; D. H. Gerhard, 


“The Importance of 
; James Bullock, Nar- 


Consumers Power Co., 
Midget Heating Load” 
rangansett Electric Co., “Selection and Appli- 
cation of Midget Heating Units”; C. P. 
Yoder, Buffalo, Niagara and Eastern Power 
Co., “Electric Industrial Heating—Its Origin 
and Growth”; J. H. Faulkner, Common- 
wealth Edison Co., “Electric Heat in the 
Printing Industry” ; "H. A, Hands, New En- 
gland Power Association, “Electric Heat in 
the Abrasive Industry”; ‘and J. S. Hanckel, 
Pennsylvania Power and Light Co., “Electric 
Heat in the Silk and Coal Industries.” 
Principal speakers scheduled for a dinner 
meeting during the week were E. O. Shreve, 
General ae vice president in charge of 
sales, and W. H. Sammis, vice president of 
Commonwealth and Southern Corp. 


Duff-Norton Mfg. Co. Issues 
Lifting Jack Catalog 


HE Duff-Norton Manufacturing Company, 

Pittsburgh, Pa., announces the publication 

of a colorful and well illustrated catalog de- 

scribing their complete line of Lifting Jacks. 

Copies of this handy and informative new 

catalog are available by addressing this maga- 
zine or by writing the manufacturer direct. 


Brake Testing Made Easy 
by the Decelometer 


ESTING the efficiency of a motor car’s 

brakes is now as simple a matter as 
checking the oil, through the development of 
the Decelometer, an ingenious little instru- 
ment that flashes a green signal when the 
car stops within a safe, legal distance, and a 
red signal when the brakes are inefficient. 

The new device was demonstrated recently 
before a group of safety experts and motor 
vehicle officials by its inventor, R. J. Alden, 
a pioneer in the design of deceleration-mea- 
suring instruments, and vice-president of the 
Alden-Cowdrey Corporation, New York, 
H.. 3; 

Declared to be far more accurate than pre- 
vious types of instruments designed for the 
purpose, the Decelometer, whose introduction 
climaxes 10 years of research and experi- 
mentation, checks within 7/10’s of 1 per cent 
degree of error, as against 10 per cent which 
hitherto has been regarded as commercially 
acceptable for gauges performing a similar 
function. It has already been approved by 
motor vehicle authorities of the states of New 
Jersey and Connecticut, as well as by mem- 
bers of the Society of Automotive Engineers, 
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and safety engineers of the National Bureau 
ot Casualty and Surety Underwriters. 


Alzak Aluminum Reflectors 
Announced by Miller 


AVING recently installed an ALZAK 
Hi ‘atuminum processing plant, the Miller 
Company, Meriden, Conn., announces a new 
line of high efficiency ALZAK Aluminum 
Reflectors for lighting low bay industrial 
areas and also claims the first complete engi- 
neered line of ALZAK aluminum reflectors 
for industrial requirements. 

Made of heavy gauge aluminum to insure 
adequate mechanical strength, these new re- 
flectors are light in weight, and said to be 
ruggedly durable in use. 

The ALZAK processing of the aluminum 
provides a protective oxide coated, sealed-in, 
surface over the entire reflector that is of 
silky smoothness and extreme hardness, giv- 
ing the aluminum a non-porous, permanent 
surface that does not peel, crack or discolor 
under ordinary industrial conditions. More- 
over, by cleaning with soap and water or a 
non-abrasive cleaner, the surfaces can be 
quickly restored to their initial high reflec- 
tion efficiency. 


G-E Farm Movie Heads 
Promotional Program 


ITH the current release by General Elec- 

tric of “Bill Howard, R. F. D.” one of 
the most dramatic, yet entertaining and edu- 
cational talking moving pictures ever pro- 
duced has been made available for rural elec- 
trification work. 

“Bill Howard, R. F. D.” depicts in real, 
homey fashion life ina typical American farm 
home without and then with the advantages 
of electricity. The son, although an agricul- 
tural college graduate, has gone to the city, 
married, and is well on the road to success in 
the business world. By a coincidence, his 
father-in-law asks him for advice in planting 
his garden on the same day that the boy re- 
ceives a letter from his father, asking him 
to return to the farm. 

The decision to give up his business is 
faced, made, and the young couple return to 
the father’s farm. The city-bred wife makes 
many adjustments and sacrifices to fit into 
the vastly different life on the non-electrified 
farm. How the conservative father, who liked 
the old ways best, finally is convinced and 
joins the neighbors in getting a farm line 
built makes a very interesting and educa- 
tional six-reel film. 

The picture shows how the farm families 
enjoy many benefits from electric service 
both within the farm home and on the farm. 
Wiring, lighting, home laundry equipment, 
electric kitchen and radios are featured in 
use in the home while outside is illustrated 
the use of electric milking equipment, milk 
cooling, electric soil heating, electric motors, 
barn lighting, and water pumping. 

The new sound film is available in two 
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[} TAYLOR STOKER UNITS 
TAYLOR STOKERS 
FURNACES (Woter-Cooled 
meee 6) OPPE'RS 
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Save Money With 
Flexible Operation 


Taylor Stokers in a central station 
are capable of burning coal effi- 
ciently at very low ratings as well 
as at maximum capacity. There- 
fore, regardless of rating, they re- 
quire less coal, consequently less 
money for coal. This is only one 
of many reasons why many leading 
utilities prefer Taylor Stokers. 














Division: AMERICAN ENGINEERING COMPANY 


PHILADELPHIA, PENNSYLVANIA 


Other Products: A-E-CO LO-HED MONORAIL ELECTRIC HOISTS, A-E-CO HELE-SHAW 


PUMPS, MOTORS AND TRANSMISSIONS, A-E-CO MARINE AND YACHT AUXILIARIE 








This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 











56 





standard sizes, 35 mm and 16 mm to all 
agencies working on rural electrification. GE 
has issued an 8-page folder describing the 
new picture and giving suggestions for using 
this educational movie to the best advantage. 
The folder also explains other promotional 
aids the company has available to all agencies 
contacting the farm market. 


Westinghouse Appointments 


R r. Davis, formerly Apparatus Advertis- 
* ing Manager of the Westinghouse Elec- 
tric & Manufacturing Company, has been ap- 
pointed Assistant to the General Advertising 
Manager of the Company. His appointment 
is announced by S. D. Mahan, General Ad- 
vertising Manager. 

Mr. Davis has been associated with West- 
inghouse advertising activities since 1910. For 
the present, his offices will continue to be in 
the East Pittsburgh Works, though he will 
be located in the new Pit'sburgh headquarters 
of the Company as soon as advertising offices 
can be established there. 

J. M. McKibbin, Jr., associated with West- 
inghouse since 1922, has been appointed Ap- 
paratus Advertising and Sales Promotion 
Manager. Mr. McKibbin has served Westing- 
house in various advertising sales promotion 
and industrial sales capacities. In his new 
position, Mr. McKibbin will maintain his of- 
fices in East Pittsburgh. 

G. Blocksidge has been appointed Assistant 
to Vice President of the Westinghouse Elec- 
tric International Company. Mr. Blocksidge, 
who has been associated with Westinghouse 
since 1906, will handle all contracts with the 
Electrical Apparatus Export Association and 
similar associations, together with other spe- 
cial assignments, and will make his head- 
quarters at 150 Broadway, New York, N. Y. 

Other recent appointments of the Inter- 
national company include H. S. Reizenstein, 
who entered the Westinghouse Company in 
1910, Contract Manager; D. C. Brooks, Sales 
Promotion Manager; and R. D. McManigal, 
Manager of the Central Station and Trans- 
portation Division. All are located at the 
— office at 150 Broadway, New York, 
2 





Photomurals of Power Plants 
Aid Company’s Sales 


| ag tatoo companies and other public utilities 
have sales and merchandising problems 
just as pressing and definite as those of any 
merchant. Modern methods are being adopted 
by some of the companies in presenting their 
sales story. An example of this is seen in the 
case of the Public Service Company of North- 
ern Illinois which has recently installed a 
series of striking photomurals in its executive 
offices at Chicago to dramatize service facili- 
ties. 

The photomurals, executed by the Kauf- 
mann and Fabry Company, Chicago, depict 
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interior and exterior views of the principal 
interconnected power plants in the Chicago 
and outlying area and a huge photomural map 
reveals huge transmission and distribution 
net-work. Without leaving their chairs, of- 
ficials and power users can visualize an im- 
mense background of physical equipment and 
formulate a clear idea of the facilities to 
render service anywhere within the area 
served. 

Prepared from ordinary-sized camera pic- 
tures, the huge photomurals beautify the of- 
fices and lend a new and practical utility to 
the walls. 


Washer Sales Increase 


wo invested $80,531,874.46 in house- 
hold washers in the first seven months 
of 1937, according to industry figures reported 
to J. R. Bohnen, secretary of the American 
Washing Machine Manufacturers’ Associa- 
tion. 

Machines shipped in the period totaled 1,- 
097.314, and their average retail price was 
$73.39, compared to 1,030,549 at $67.93 in 
January-July, 1936. 


Plan $1,500,000 Power Plant 


C= of a $1,500,000 hydroelectric 
plant is planned by the Wisconsin Public 
Service Corp., according to a recent an- 
nouncement. The company expects to start 
work on the new plant in 1938. 


“Facts About Goodrich” 


N interesting descriptive folder giving 

facts about Goodrich and Goodrich 

products has been issued by The B. F. Good- 
rich Company, Akron, Ohio. 

Goodrich manufactures more than 32,000 
rubber products in 1000 general lines. The 
Akron factories of Goodrich employ approxi- 
mately 15,000 workers and more than 40, 
— represent Goodrich in all parts of the 
world. 


New G-E Bulletins 


i of G-E Bulletins describing new prod- 
ucts and developments include the follow- 
ing: 

The New G-E Mutator Arc Welder (GEA 
2447C) ; Distribution Transformers, Rural- 
line—Type R for Solidly Grounded Common- 
neutral Circuits (GEA 2206C); Track-type 
Limit Switch (GEA-1285A) ; Three-Shoe D- 
C Magnet Brake (GEA-2443A) ; Synchronous 
Motors for Driving Metal-Rolling Mills 
(GEA-1195B) ; Type TSA-10.Time Switches 
(GEA-1771A) ; Electric Equipment for Re- 
fineries (GEA-2594); and Winder Drives 
(GEA-1745A). 
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8 Reasons Why 


Pennsylvania Distribution Transformers 


Give Maximum Service and Economy 


Coils are circular—not rectangular—so that they withstand short 
circuits without distortion. 

Coils are of the open type, similar to power transformers—in- 
stead of the ordinary closed type. 

Coils are treated in varnish—not compound—and therefore will 
not soften under high temperature nor contaminate oil. 

Coils, due to open type construction, have a low temperature 
gradient between copper and oil—a feature which permits greater 
overloads with perfect safety! 

Coils are treated at a temperature limited to 105°C (the maxi- 
mum permitted by A. I. E. E.), thus assuring a permanently 
safe and pliable insulation. 


High-tension and low-tension bushings are bolted from the ex- 
terior of case, eliminating necessity for handling tools on inside. 


The transformer insulation is properly co-ordinated with the 
flash-over of the bushings, thus providing necessary surge-resist- 
ing qualities. 

The transformer is so designed that radio interference is reduced 
to a minimum. 


2 No matter how complex your problem may seem, 
our engineers can help provide the solution. 


Pennsylvania Transformer Co. 
1701 Island Avenue, N. S., Pittsburgh, Pa. 
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FLASHLIGHTS /” INDUSTRY 


“EVEREADY” 
Industrial Flashlights 


No. 3251 
No. 3351 








No. 3351 
Three-Cell Type 


No. 3251 
Two-Cell Type 


“Eveready” Industrial 
Flashlights No. 3251 and No. 
3351 have been specially de- 
signed to meet the needs of 
industry for flashlights which 


NATIONAL CARBON COMPANY, INC. will give long and satisfac- 


General Offices: New York, N. Y. 
Branches: Chicago, San Francisco 


Unit of Unicn Carbide [aj and Carbon Corporation severe operating conditions. 


tory service under unusually 
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THE CAREFUL INVESTOR JUDGES A SECURITY 
BY THE HISTORY OF ITS PERFORMANCE 


» >|. JBUS 
IN THREE-QUARTERS OF A CENTURY OF 
CONTINUOUS PRODUCTION HAS ESTABLISHED 
A RECORD OF PERFORMANCE 
THAT IS UNEQUALLED IN THE HISTORY OF 


INSULATED WIRES AND CABLES 
THE KERITE Wiseuei? COMPANY 1% 


NEW YORK CHICAGO SAN FRANCISCO 
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MODEL Iti WHEEL TYPE. 
SMALL. FAST - EASILY HANDLED. 


THEY SIMPLIFY YOUR 
DIFFICULT DITCHING JOBS 


Short runs of small trench, lines that run close 


MODEL 120 & 160 WITH SHIFTABLE 
BOOM - - CHAIN AND BUCKET TYPE 


The latest boom type Buckeye ditchers have 
a wide range of usefulness: Trench 16” or 
more wide and to 12/6” deep can be dug in 


















hard-to-get-at places ae See country to obstructions, scattered jobs that call for mov- 
right-of-way, with equal facility. Digging ing the ditcher frequently, difficult soil conditions 
boom may be shifted to right or left allowing and a variety of other mean-to-handle situations 





the machine to cut trench within 4” of a 
curb or 10” from poles, buildings or other 
obstructions. 


are greatly simplified by the use of the Model I! 
Buckeye. Built by the originators of the wheel- 
type ditcher, this small machine — only 52” wide 
over-all, digs trench from 10” to 22” wide and 
to 5'2' deep at speeds up to 416” per minute. 
It has the power and rugged strength to handle 
any ditching job within its range of trench width 
and depth and a range of digging speeds that 
enables you to keep any job moving at the max- 
imum practical speed. 

e 


Quickly 


moved from 




























one job to the 
DESIGN as next on 
Vie) RRO WwW Buckeye 


built trailer. 






ENGINEERING 
MODERN as TO 








THE BUCKEYE TRACTION DITCHER CO. FINDLAY, OHIO, U. S. A. +. 
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RILEY PULVERIZERS 


im Central Stations 














Plant after plant in the Public Utility industry has swung to Riley 


Pulverizers .. . definitely establishing Riley as one of the leaders 





A few Public Utilities using Riley Pulverizers ... 


TL Union Electric Light & Power, Cahokia . . . Repeat Order 
Edison Electric Illuminating Co., Boston . . . Repeat Order 


Hartford Electric Light Co., Conn. . . . Repeat Order 


ED. Potomac Electric Power Co., Washington, D. C. 
UR Oklahoma Gas & Electric Co. . . . Repeat Order 
BS Stamford Gas & Electric Co., Conn. 

close ° . 

ss City of Springfield, Ill. 

itions City of Tacoma, Wash. 

tions 

Jel II Savannah Electric Co., Georgia 

h |. 

or Dubuque Electric Co., Iowa 





a Central Iowa Power & Light Co. 
andle Lynn Gas & Electric Co., Mass. 
width 

that Upper Michigan Power & Light Co. 
max- 


P| RILEY STOKER CORPORATION 
0 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEV FLAND DETROIT TACOMA 
ST. Louis CINCINNATI HOUSTON CHICAGO ST. PAUL KANSAS CITY LOS ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS 
BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZERS - WATER-COOLED FURNACES 
PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTINGS 
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A SCRAP OF PAPER 
WORTH MILLIONS 


TO EVERY MAN WHO OWNS A PLANT OR RUNS A MACHINE: 











Busy Executives... for 71 years ... have found the 
man who sells Gargoyle Oils offers a Proved, Practical 
way to increase Manufacturing Profits 


sb opAY—more than ever—lubrication 
is a science. Machines are more com- 
plex. Production schedules faster . . . more 
exacting ! 


treat lubrication as a scientific problem 
. . is backed by greater experience than 
any other oil company in the world. 


When you buy Socony-Vacuum’s Gar- 











goyle Lubricants, you get oils and greases 
which are exactly, scientifically right for 
your machines. You get CORRECT 
LUBRICATION—that cuts costs .. . 


That’s why it will pay you to investi- 
gate “Correct Lubrication” . . . to see the 
Socony-Vacuum representative when he 


calls. 


increases plant efficiency . . . increases 
For Socony-Vacuum .. . the first to profits! 
1 Curbs power losses . .. saves con- 


How “Correct 
Lubrication” 

| Saves Millions 
for Industry 


sumption and costs. 


Decreases maintenance costs—elimi- 
nates unnecessary repair bills. 


Improves production by greater ma- 
chine efficiency. 


Lowers lubrication costs. 












>~ Ww N 















CORRECT LUBRICATION 





INDUSTRY 











71 Years’ Lubrication Experience — the Greatest in the Business 
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|The sale of Modern Lighting 
for Modern Store Fronts should 
begin at Home! 


il 











—= ~~” 


RY 








Here, tom Architect Leo. 
convince the merchants and 


property owners of Cumbderiana, 


Ff. Sansbury and the Potomac Edison Company 


Md., of the 


value of brightly lighted stores. 


A modern store front demands modern illumina- 
tion. And modern illumination means a heavier 
lighting load. There’s a natural tie-up if there 
ever was one... new Pittco Store Fronts and 
modern lighting. 


But to take best advantage of this tie-up . . . to 
convince prospects in your community of the sound- 
ness of store front modernization with better light- 
ing . . . there’s nothing more valuable than an 
actual example . . . on your own show rooms... 
of just what you mean. 


You talk to a merchant... tell him the need for 
modern merchandising methods . . . plug away on 
the idea of a new store front with better lighting. 
And to clinch the argument, you say “Look at our 
own quarters down the street. There’s a new 
front . . . illuminated in the modern manner. We 


practice what we preach ... because we know it 
means better business!” 


Put a new Pittco Front on your utility show rooms. 
Make them an example of what you preach. And 
when the Pittco Store Front Caravan, sponsored 
by Pittsburgh Plate Glass Company, comes to your 
territory, don’t miss it. It shows you numerous 
actual examples of modern store front lighting. It 
offers you an opportunity to cooperate with a pro- 
motional effort that leads directly to more business 
for you. Contact our local branch for data about 
the Caravan ... and for any cooperation on store 
fronts you may need in your work. 


Asa? \TTS BURGH, 
PLATE GLASS COMPANY 





This page is reserved under the MSA PLAN (Manufacturers Servite Agreement) 








64 Public Utilities Fortnightly September 30, 1937 ff Sef 








AMMUNITION 


FOR YOUR 


FALL 
LIGHTING 
CAMPAIGN 











THREE SELLING HELPS 


To help you conduct your lighting campaign this fall Permafiector offers you 
three recent booklets which present some highly important facts and informa- 
tion on the subject of lighting and its application and value to certain lines of 
business. These booklets were prepared to aid architects and engineers to 
solve their lighting problems, as well as help utility lighting salesmen, electri- 
cal jobbers and contractors sell Permaflector equipment. 


Wanted To Lease—gives lighting data of great value to renting agents, 
managers or owners of office or factory buildings, or architects and engineers 
who design such buildings. 


Sales Are Made in the Mind—deals briefly with light and modern mer- 
chandising. 

Seven Miles on a Gallon of Gas—tells how the lighting dollar may be 
most advantageously invested. 


Write for samples of these booklets. Reasonable quantities can be secured 
without charge. 





PITTSBURGH 
REFLECTOR COMPANY 


ee 
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THE ENGINEER SITS PRETTY 


with the Improved Unit Type 
CABLE TERMINATOR 


NTERCHANGEABLE bushing ca- 

ble terminators have spring dia- 
phragm stud connectors. 

Made for voltages from 7.5 to 30 
K.V., they are designed to insure 
vacuum tightness under extreme con- 
ditions. The stud connectors are made 
from hexagon hard drawn copper rod 
and seating shoulders builtup of lami- 
nated spring bronze slotted washers 
engage recesses in hexagon portion. 
When the cap nut is tightened the 
laminations flex and press the hood 
nut gasket compensating for tempera- 
ture changes and gasket aging. 





| 











Send for 


New Price Lincs: DeWa~Star QQ) Eleotnic Ge 


2400 BLOCK FULTON STREET, CHICAGO, ILL. 














COMBINED METERS SANGAMO TYPE HV METERS 


AND TIME-SWITCHES 
The Type HV instruments combine a 


standard singlephase HF watthour 
meter with a synchronous motor time- 


switch—in various switching arrange- 









ments—supplied with or without two- 





rate register. Low cost installation and 





ee 1y.000n minimum space requirements make 





them desirable for metering and con- 





TYPE HV-11-A 





trolling off-peak loads. 


Modern Meters for Modern Loads! 


SANGAMO ELECTRIC COMPANY 


J SPRINGFIELD, ILLINOIS 
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END-OF-A-CORD HEATING | 


A Thoroughly Practical 


Entirely Automatic 
Electric Steam Radiator 


H® by steam produced by elec- 
tricity. Gives off both radiant and 
convected heat same as any well be- 
haved steam radiator. 


Shipped with the right amount of non- 
freeze water, all ready to plug in. 


It is heat on wheels. Mounted on ball 
bearing casters, can be pushed from 
room to room. Weighs so little can be 
easily carried upstairs or down. 


Equipped with both a thermostat and 
automatic current cut-off. Smallest 
size consumes the same amount of cur- 
rent as an electric iron. 





Made in 4 sizes for 115 and 230 volt 
A.C. current only. 


Attractively finished in a neutral color 
with black trim. Yields good margin 
of profit. Backed and guaranteed by 
Burnham, makers of heating equip- 
ment for over half a century. 


Send for circular giving detail infor- 
mation. 


Manufacturers of Heating Equipment Since 1873 


IRVINGTON, NEW YORK 
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@ No. 54808 





MORE THAN A MILE 


OF CUBIC FEET OF 


Cooler Ai PER MINUTE 





GUTHEAN—“Cools You All Over” 


with Indirect Lighting 


Efficient, modern-day illumination, 
providing glareless, shadowless, soft 
lighting, is available with GUTH- 
FAN, as one complete unit. 
Office-morale, the will te work, is 
definitely enhanced by this proper 
method of lighting and cooling. 
GUTHFANS are equipped with 
teed motors; Guth indirect 
lighting refiectors are finished by the 
amazing new ALZAK process. 


Write us for further particulars. 








MAILING COUPON 

Edwin F. Guth Company, 

2600 Washington Ave., 

St. Louis, Mo. 

Send immediately additional in- 
formation on 
GUTHFAN 
INDIRECT LIGHTING 


eeeeeeeeee Pee eee T OEE OST OeT CCC Ee eee) 
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Public utilities are welcoming this revolution- 
ery larger-capacity foam equipment for flam- 
mable liquid fires. 


The specially designed PHOMAIRE Play 
Pipe connects to your hose line (34" to 2'"). 
When the water is turned on, PHOMAIDE, 
a new foam-making solution carried in a Hip 
Pack, and air are automatically drawn into the 
water stream in the proper proportions to 
form foam. 


There are no complicated preliminaries, no 
confusing adjustments, no moving parts. And 
only one man is required at the Play Pipe. 


A New Low-Cost Foam Tool! 


Combines Water, Solution and Air 
To Form Fire-Smothering Foam 





lll, 
~~ SERB, 


Less than 20 gallons of water at a pressure of 
75 pounds or more are required per minute. 
This is the only efficient foam unit available 
for small lines. One gallon of Phomaide 
Solution makes 350 gallons of foam. 300 to 
400 gallons per minute may be continuously 
produced by merely pouring additional solu- 
tion into the Hip Pack. 


This is NEWS. Without obligation, esk for 


descriptive literature, prices and a demonstra- 
tion of the Phomaire Unit illustrated at the 
left. Don't wait! Mail your request now. 


Get the Latest Foam Equipment 


. 
Phos onc 
PLAY PIPE 


SOLUT'ON 


developed, made and sold by 


Pome NEWARK NEW JE ing Compasi 
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The Mew Guichube 2, with 
INSTANT falfe44 -BELEASE 





i ANOTHER IMPORTANT REASON 
0 WHY FRIGIDAIRE SALES BY UTILITIES HAVE 
ously 


solu. SOARED TO NEW HEIGHTS IN 1937! 


@ Frigidaire’s exclusive All-Metal Quickube Tray cap- 





k for tured the imagination of refrigerator buyers everywhere 
aston because it solved the age-old problem of ice removal. Only FRIGIDAIRE 
t the Made possible, for the first time in history, a complete has the ALL-METAL 


ice service, combining instant ice removal with the fast- 


'. freezing advantages that only a//-metal trays can give. QUICKUBE TRAY 


Without doubt, the All-Metal Quickube Tray has given 





Frigidaire soiiiee . wmeneives selling a oe And Plus... These Important 
yet, it is only one of a host of refrigeration developments ; 
that have greatly increased their 1937 sales and profits. EXCLUSIVE Advantages: 
Frigidaire—the pioneer—constantly strives to maintain . P 
product leadership~knowing this the only way to main- * 9-Way Adjustable Interior 
, tain sales leadership. Today’s Frigidaire with the Meter- * Food-Safety Indicator with 
Miser, and the 1937 record of Frigidaire sales by Utilities Dial on Cabinet Door 
" is best proof that this effort has been successful. 
* Automatic Tray Release 


* The Meter-Miser 


Simplest refrigerating mecnanism 
ever built! 
FRIGIDAIRE DIVISION - GENERAL MOTORS SALES CORPORATION Sales producer extraordinary! 
DAYTON, OHIO 
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Business Wittecesa 


isalsoa MUST 7 


harries the thoughtful 

American business man 
is the responsibility to be suc- 
cessful. 


If he fails in that basic duty 
everything else in the busi- 
ness picture becomes aca- 
demic detail. 


You can’t blink the fact—his 
success is a “must” for your 
sake, as well as his own. 


Why? Because only a busi- 
ness that takes in more than 
it pays out can hope to keep 
going and meet payrolls. 


Tis heftiest problem that 


And only a going business 
can support the flock of other 
businesses that depend on it 
for orders to keep ¢heir men 
and machines going. 


Finally, only a successful busi- 
ness has the surplus money it 
takes to work out improve- 
ments in products and values which insure 
future jobs. 


Darin depression, only those companies 
fortified by success are able to carry em- 
ployes by dipping into reserves built up 
during prosperous times. 


The extent to which American private enter- 
prise did dip into reserves during 1930-34— 
totals by latest estimate some $26,600,- 
000,000. 


That’s the amount paid out, over and above 
income, to keep plants going and men at 
work, 


In other words, industry voluntarily con- 
tributed more than twice what the Government 
spent for ‘priming the pump’’—not to mention 
the fact that business earned its money, 
whereas Government money comes from 
borrowing and taxes. 


This shows in cold-turkey figures why busi- 
ness success is a “‘must.” 


So also does the illuminating fact that 
40,000,000 stockholders and their depend- 
ents have a stake in and directly benefit from 
ownership in American business. 


All of these people—all the millions of 
gainfully employed—all Americans including 


The success of his business and the way 
t affects his employes, his stockholder 


his customers, is constantly on his mind 


yourself, no matter where you live, what your 
work or how you do it—have not merely a 
casual but an acute meal-time interest in 
seeing business in this country go ahead! 


Business Raises Living Standards 


Only 35 years ago there was but one insur- 
ance policy-holder to ten people—today, 
every other person in America has a life in- 


surance policy. 


There were only 1000 radios in 1920—in 
1935, the number of families with radios 
was 22,869,000. 


In 1913, there was one bathtub to ten people 
in American towns and cities—fifteen years 
later there was one to every five people. 


Thus have people enjoyed an increasing 
abundance of things in America, a business 
nation. 





This advertisement is published by 


NATION’S BUSINESS 


—a magazine devoted to interpreting business to itself, 
and bringing about a better understanding of the intri- 
cate relations of government and business. The facts 
blished here are indicative of its Fay and contents. 
rite for sample copyto NATION’S BUSINESS, 
WASHINGTON, D. C. 


September 30, 1937 Septe 


—_ 


















































30, 193% September 30, 1937 Public Utilities Fortnightly 








ASK FOR PROOF OF 





@ A phone call will bring 
you the interesting facts to prove the 
extra value of any GMC truck that fits 
your needs. Or better still, come in and 








see them, inspect them thoroughly and 





compare them critically. Tens of thou- 






sands of truck buyers have already 






proved that an investment in a GMC 





is assurance of exira value. 






te oe | 





Time payments through our own Y.M. A.C. Plan at lowest available rates 











GENERAL MOTORS TRUCKS & TRAILERS 


GENERAL MOTORS TRUCK & COACH 
DIVISION OF 
YELLOW TRUCK & COACH MANUFACTURING CO., PONTIAC, MICH. 
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DAVEY LINE CLEARING SERVICB 


A Service that Serves 


Many features of Davey service delight 
utility companies. Some of these are: 


®@ Low Unit Costs 
® Availability Everywhere 
® Hand-picked Men 
@ Thorough Training 
© Systematic Planning 
® Constant Supervision 
® Reliability 
Davey men welcome difficult problems. If 


you have a tree situation that troubles 
It will please you. 















you, try Davey service. 








THE DAVEY TREE EXPERT CO. KENT, OHIO 


DAVEY TREE SERVICE 














P. U. R. Question Sheet Plan 


N educational opportunity 
for public utility men. A 
fortnightly quiz of ten questions 
and answers on practical finan- 
cial and operating questions dis- 
cussed and decided by the State 
Commissions in their investiga- 
tions of public utility companies. 


$25.00 a year for the Public Utilities 
Fortnightly with Question Sheets and 
answers. 

$10.00 a year for Question Sheets 
and answers alone. (This subscription 
is for those who have access to the 
Public Utilities Fortnightly.) 


For further information address 


PUBLIC UTILITIES REPORTS, Inc. 


1038 Munsey Bldg., Washington, D. C. 








CHLORIDE 
BATTERIES 





As Different as Day is From Night 


HE Exide-Chloride is as different from 
ordinary batteries as day is from night. 
y And in that different construction lies the se- 
EX 10e cret of its gratifying performance and excep- 
tional life—as consulting and operating engi- 
neers, all over the world, can testify. 


In nearly half a century, during which 
Exides have been developed for every purpose, 
no battery has yet been designed that is su- 
perior to the Exide-Chloride for floating or cycle 
service. Write for Bulletin 204, which describes 
every detail of this exceptional battery. 


THE ELECTRIC STORAGE BATTERY COMPANY, PHILADELPHIA 


The World’s Largest Manufacturers of Storage Batteries for Every Purpose 
Exide Batteries of Canada, Limited, Toronto 
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| New Features 


offered by this simple, low-cost 
ELECTRIC FLOW METER 


BRISTOL’S ELECTRIC FLOW METER FOR 
: MEASURING THE FLOW OF STEAM,.L 
STEAM AND GASES. 





VU 


MEASURING AND 
TRANSMITTING HERE 


CAN BE ANY DISTANCE APART 
POWER 
SUPPLY 


FLOW METER TRANSMITTER 


















FOR STEAM, LIQUIDS, GASES 


Accuracy not influenced by circuit characteristics. 
Simple two-wire circuit between transmitter and recording 
receiver. Telephone circuits may be used. 
Measurements transmitted any distance up to several hun- 
dred miles. 
New electrical integrating mechanism assures extreme 
accuracy. 
Special chart integrator also available . . . conveniently 
totalizes flow at periphery of chart. 
F PSR ae <— Uniform chart scale. 
Transmitter, located at point where flow of Moisture-, fume- and dust-proof case for transmitter and 
steam or other fluid is to be measured. : : 

recording receiver. 


ic contact enclosed in glass. 
Recording Receiver, in your office or other Electric con & 


central headquarters. Models for indicat. Models for indicating, recording, and integrating. 
ing, recording and integrating flow. 





For installation on panel, wall, pole or for flush mounting. 
Several receivers may be connected to one transmitter. 


Write for new Catalog No. 105-OX 


THE BRISTOL COMPANY * WATERBURY + CONN. 
Branch Offices: Akron, Birmingham, Boston, Chicago, Detroit, Los 
Angeles, New York, Philadelphia, Pittsburgh, St. Louis, San Francisco, 
Seattle. Canada: The Bristol Company of Canada, Limited, recente 
Ontario. England: Bristol’s Instrument Co., Limited, London, N.W. 1 


BRISTOLS 


TRADE MARK REG. U. &. PAT. OFF. 
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ThieMessage wtemamteaity 





Ls Your GUARANTEE ofa 
GENUINE MILL COATED JOB 


High accomplishment should be distinguished ro the common- 
place. For that reason we label every foot of so you may 
know it is a GENUINE HILL-HUBBELL mill a. job. All our 
Kraft paper carries our name on it to identify the quality work- 
manship under fF Coating and wrapping done without our name 
on the outside of the Kraft paper is NOT a HILL-HUBBELL job. 
STEEL PIPE coated at the Mills, MECHANICALLY, a the 
HILL-HUBBELL Process is the most efficient job of pipe 

tion known today. This process eliminates possibilities of Semen 


error and the dangerous risks seaneee by bad weather because coat- 
ing is applied at the Mills, INDOORS. bd pnte, Gatien wth many 
pot ggg | a ge has @ Lome of over 30 years of satisfactory it is done,—alse Riles 
Thousands of miles of steel pipe have been coated with BUY STEEL PIP E, fe hyd on your 
BITURINE “ENAMBL. Mill Coated and lor cepy. 
Wrapped at any of 
these mills 


Central Tube Compan: 
Jones & Loughe Steel 


or jon 
National Tube Compan: 
epublie Steel Cor; ion 
, Chalfant & Ce., Ine. 
cungstown Sheet & 
Tube Company 


GENERAL ‘PAINT ereeeT iON 





Three coats of enamel, one wrapping of Felt, and one covering eIL i HUBB 
of kraft paper are applied mechanically at ONE time with 

labor cost. There are no bubbles, skips, or holidays with 
the HILL-HUBBELL Process. 














HYDRAULIC TURBINES 


FRANCIS AND HIGH SPEED RUNNERS 


* Penstocks 

* Butterfly Valves 
* Power Operated Rack Rakes 
* Gates and Gate Hoists 
* Electrically Welded Racks 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 
Hydraulic Turbine Division 
90 BROAD ST., NEW YORK, N. Y. 









NEWPORT NEWS, VA. 
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LINK-BELT 


COAL AND ASHES HANDLING 


EQUIPMENT 
= | For Efficient, Low-Cost Operation 


























THE PECK CARRIER 


TRACK HOPPERS CRUSHERS POWER HOES 


ELEVATORS AND CONVEYORS 


SKIP HOISTS WEIGH LARRIES 


ROTARY R.R. CAR DUMPERS 


POWER TRANSMISSION MACHINERY 


CRAWLER AND LOCOMOTIVE CRANES 








Send for Catalogs Address Nearest Office 





LINK-BELT COMPANY 
Philadelphia Chicago Indianapolis Los Angeles Atlanta Toronto 
Offices in Principal Cities 
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4 


Floating ash particles cooled, 
shielded from hot zone radiant 
heat... Tube fouling minimized. 


Hot zone for more nearly com- 
plete combustion, stable flame, 
and effective ash elimination 
—over a wide range of loads 


and coals. 
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wo Stages 


Slag-Tap 
Furnaces 


The principle upon which the Two-Stage 
Furnace was designed is recognized as 
fundamental as well as important. 

It provides two separate stages in a 
pulverized-coal-fired furnace, wherein 
combustion, ash elimination, and preven- 
tion of tube fouling each impose smaller 
limitations upon the others than with other 
furnace designs, and, at the same time, 
with greater permissible variations in load 
and fusing temperature of the ash. 

The zone of active combustion is in the 
first stage, as contrasted with the lower 
zone of a simple rectangular furnace. 
This results in higher heat liberation, 
higher furnace temperatures, stabilized 
flame, more nearly complete combustion, 


THE BABCOCK & 
85 LIBERTY STREET 


and satisfactory ash elimination—over a 
wider range of coal characteristics and 
loads. In addition, a greater percentage of 
ash is removed through the bottom of the 
Two-Stage Furnace than from any other 
type of furnace burning pulverized coal. 

In the second stage, suspended ash 
particles are cooled most effectively be- 
cause they are shielded from the intense 
radiant heat of the zone of active com- 
bustion. Fouling of the convection bank is 
thereby minimized. 

Thus, the Two-Stage Furnace extends, 
to a broader range of power plants, the 
advantages of the slag-tap furnace, 
which is a feature of an increasing pro- 
portion of the new central-station boilers. 


WILCOX COMPANY 


NEW YORK, N. Y. 


G-106-T 


BABCOCK & WILCOX 
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INDEX TO ADVERTISERS 


A 





Aluminum Company of America 








American Engineering Company 








American Gas Association 








American-Marsh Pumps, Inc. 








American Street Illuminating Company 








Art Metal Construction Company 








B 
Babcock & Wilcox, Company, The 








Barco Manufacturing Company 








Black & Veatch, Consulting Engineers 








Bristol Company, The 








Buckeye Traction Ditcher Company, The 








Burnham Boiler Corporation 








Burroughs Adding Machine Company ........ 








Cc 
Carter, Earl L., Consulting Engineer 








Cheney, Edward J., Engineer 








Chevrolet Motor Division of General Motor Sales Corp. 








Cities Service Company 








Cleveland Tractor Company, The 








Cleveland Trencher Company, The 








Collier, Barron G., Inc. 








Combustion Engineering C pany, Inc. 








Commonwealth Mfg. Corp. 











Connelly Iron Sponge & Governor Company 
Crescent Insulated Wire & Cable Company, Inc. 











D 





Davey Compressor Company, Inc. 








Davey Tree Expert Company, The 








Delta-Star Electric Company 








Dictograph Products Company, Inc. 








Ditte, Inc. 








Dedge Division of Chrysler Corp. 





E 
Egry Register Company, The 








Electric Storage Battery Company, The 








Electrical Testing Laboratories 








Elliott Company 








F 
Ford, Bacon & Davis, Inc., Engineers .......... 








Foster Wheeler Corporation 











Frigidaire Corporation 
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General Electric Company 








General Motors Truck & Coach Division 
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Goodrich, B. F., C y, The 











Graver Tank & Mfg. Co., Inc. 








Grinnell Company, Inc. .................-..::0:--:000.0+++ 











Guth, Edwin F., Company 
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Hays Manufacturing Company 











Hill, Hubbell & Company 








Hoosier Engineering Company 
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International Business Machines Corporation 








International Harvester Company, Inc. 
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THEIR PURPOSE- 


To reduce your cost 
of Distribution 


TRANSITE CONDUIT, permanent, in- 
combustible and so strong it ends need 
for concrete envelopes, cuts installa- 
tion costs and saves on maintenance. 
TRANSITE KORDUCT is the thin- 
walled, economical yet equally perma- 
nent conduit for enclosure in concrete. 
J-M CABLE FIREPROOFING provid- 
ing maximum cable protection at 
minimum cost. Permanently effec- 
tive, easily and economically applied. 
ASBESTOS EBONY, the perfectly 


balanced material for switch- t Vv 


boards, switch bases, etc. 


ERE is a group of products, differing in 
Jel application, but designed with a com- 
mon objective in mind—the lowering of elec- 
trical-distribution costs. 


J-M Electrical Products are offered in the 
belief that the best means to lasting distribu- 
tion economies lie in the installation of mate- 
rials that are in themselves permanent. Min- 
eral in composition, all J-M Electrical Products 
are inherently durable . . . highly fire-resistant. 
Consider the following: 


TRANSITE ASBESTOS SHEETS, for 
years the leading fireproof material 
for switch barriers, fuse boxes, cell 
structures and similar applications. 


All of these products guarantee per- 
manent savings . . . savings that come 
with cheaper installation, reduced 
operating expense, virtual freedom 
from maintenance. Each installation 
aids in effecting notable reductions 
in your distribution investment. For 
complete details, write Johns- 
Manville, 22 East 40th Street, 
New York City. 


Johns-Manville 


ELECTRICAL PRODUCTS 
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PROFESSIONAL DIRECTORY 








ford, Bacon & Davis, nc. 








DESIGN RATE CASES 
OPERATING COSTS Engineers INTANGIBLES 
VALUATIONS & REPORTS 
CHICAGO PHILADELPHIA NEW YORE DALLAS WASHINGTON 
SANDERSON & PORTER 
ENGINEERS 
VALUATION DEPARTMENT 
APPRAISALS AND RATE QUESTIONS 
CHICAGO NEW YORK SAN FRANCISCO 








MARK WOLFF 
Public Utility Consultant 


Investigations, Rate Studies, Valuations, Reports, Expert Testimony 
Corporate Reorganizations 


NEW YORK, N. Y. 





NEW ORLEANS, LA. 


CHICAGO, ILL. 








BLACK & VEATCH 


CONSULTING ENGINEERS 


Appraisals, investigations and reports, 
design and supervision of construction 
of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 


JACKSON & MORELAND 
ENGINEERS 
PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION—VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 








EARL L. CARTER 
Consulting Engineer 
REGISTERED IN INDIANA AND NEW YORK 
PUBLIC UTILITY 
VALUATIONS AND REPORTS 
814 Electric Building Indianapolis, Ind. 


JENSEN, BOWEN & FARRELL 


Engineers 


Ann Arbor, Michigan 


Aagetinge Invest ~_- Reports 
conn: 


te i virive 
codlacslioation. “depresaton, xed sata issues. 

















EDWARD J. CHENEY 
ENGINEER 


Pablic Utility Problems 


61 BROADWAY NEW YORK 





ROBERT S. RAINS & CO. 
Special Consultants 
Accounting, Taxes and Engineering 
Munsey Building, Washington D. C. 
Telephone—Metrop 2430 





ROBERT 8. RAINS 
Former Special Consultant 
Federal Communications Commission 











@ This page is reserved for engineers and en- 
gineering concerns especially equipped by ex- 
perience and trained personnel to serve utilities 
in all matters relating to rate questions, ap- 
praisals, valuations, special reports, investiga- 
tions, design and construction. « « 














SPOONER & MERRILL, INC. 


Consulting Engineers 


Design—Supervision of Construction 
- Reports — Examinations —Valuations 
20 North Wacker Drive Chieago, Ill. 
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STYLE 76-A-41 


Recent 550,000 cycle, oper- 
ation test proves suspension 
durability. Smooth, quiet, easy 


Friction clutch side-lock com- 

pressor is smooth, quiet. 

Finger pressure release and 

positive action. No rachets. 
No gadgets. 


Body of drawer is 3-piece 
construction, flanged and 
welded. Completely rigid and 
stronger than 1-piece body. 


7 POINTS OF 


SUPERIORITY 
PROVE 


‘DIRECTOR FILE 
QUALITY 


The Art Metal Director File is the world’s foremost filing unit 
regardless of price. 

It is the product of scientific research and sound engineering plus 
the experience and facilities of Art Metal, pioneer for nearly 
fifty years in the steel office equipment 

field. 

Director Files are available for every 

standard record in units from desk 

heights to five-drawer sizes. For 

strength, durability—for speed in fil- 

ing and finding correspondence and 

records, the Director Files has no Zen Shed ediaiataamaliiea 
equal. at center and rear 
Check these seven points of superior- a suspension mem: 
ity that prove “Director” File quality. - 


Aer METAL 
CONSTRUCTION CO. 


welded construction 
JAMESTOWN, N.Y. givin greater strength 
tter appearance 


a elimination of 
unsightly back flange. 


oom is 4 thickness, 


na 


Frame ie Geer: 

tion proof. an- 

nel shaped mem- ee 

ber at bottom, 

knee - gussets at 

cross-bars insure Extra strong top and 

rigidity under flush steel bottom are 
heavy loads. construction features. 
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IT MAKES ONE MAN 
AS STRONG AS SIX 


RIGID Wrenches save you 
fully 75% of your wrench 
repairs—housing guaranteed 
not to break or warp. 


PIPE TOOLS 
THREADERS 


RikaIb 
Compound - Leverage 


Wrench 


No tool in your shop or kit will pay for itself 
more quickly than a RIE&( Compound Lev- 
erage Pipe Wrench. For it enables one lone 
man to turn easily pipe or fittings that often 
require several men and pipe on a wrench 
handle to start — and it lets you salvage fit- 
tings that otherwise have to be smashed off. 
Easy to use — put the trunnion on pipe, jaw 
on fittings (or vice versa) and pump it on or 
off. Four sizes, $2, S4, S6 and S8 for pipe up 
to 8". Short handles. Ask your Jobber to 
show you. 


THE RIDGE TOOL CO., ELYRIA, OHIO 


RikzaIb 


WRENCHES e CUTTERS 
VISES ¢ EXTRACTORS 
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WE LOOK TQ° BIGGER LOADS 


“VAN ing alone justify’a rural line? Can 

_A ranges? Refrigerators? Briefly, the answer is 
no—for the farmer as well as for the power cOm- 
pany. Electric service brings the farm customer in- 
creased. »profit, convenience, and freedom from 
toil almost in direct..proportion: tothe use he 
makes of it. That is why: General Electric organ- 
ized its Rural Electrification: Section “in 1923. 
That is why we have since spent a million dollars 
in personnel, training. conferences, advertising # 
and booklets+-working shoulder to’ shoulder with + 

sry agency to build up the-full and proper use? 
of electricity on every farm. “3 


Today we are happy to announce the most ‘com- 
prehensive and convinting seri¢s of sales toolsever 
made available to power companies interested in 
the development of bigger rural loads: First, a 
six-reel talking m@tion ‘picture+—chockefull of 


entertainment, and education—truly a cinema? 
triumph. Second, a riew $2-page manual on how) 
to, electrify the farm and rural home—written by] 
a farmer for farmers. And, third, a brand-new) 
series of sound slidefilms and booklets on’ ¥ 


Wiring, Lig , Refrigeration, Motors, Soil 
Heating, etc. , oe 


With'these new.tools, you obtain, the mo 
prehensive yet understandable selling help : 
able today. ‘They’re completely new—edueational ” 
—entertaining—great builders of load and good’ 
your rural workers HL a 


GENERAL@) 








